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Redevelopment in Philadelphia: 


An Approach to Survival 


by RAYMOND S. SHORT* 


"lf the cities are to live, they must remove the blighted areas, 
which like a cancerous growth would eventually destroy them." 


Judge Joseph L. Kun in Belovsky v. Redevelopment Authority of Philadelphia 


Urban blight is a characteristic phenom- 
enon of industrial society which corrodes 
and wastes the economic and social re- 
sources of our cities. Unless these can- 
cerous and widespread growths on the 
body politic are excised they threaten 
the city's economic base, its revenues, 
its moral strength and even its govern- 
ment. Under the Pennsylvania Redevel- 
opment Act of 1945, Philadelphia has 
set up a Redevelopment Authority to 
coordinate the use of the community's 
resources in the elimination of blight. 
Much of the time and effort of the 
Authority during the past five years has 
been spent on activities preliminary to 
actual redevelopment. With much of the 
preliminary work now in the background, 
the Authority has reached the project 
stage and has entered into contracts 
with other public agencies for financing 
its part of the projects thus far ap- 
proved. One redeveloper has already 
signed a contract with the Authority 
and bids are being requested from de- 
velopers on a second project. Progress 
to date has been modest due to the 
complex problems involved in redevelop- 
ment. A beginning has been made and, 
barring serious dislocation due to the 
international situation, more rapid prog- 
ress can be expected in attacking this 
problem which affects the welfare of 
Philadelphia in the future. 





THE Ben Jacksons live in a blighted area 
not far from City Hall. Family life is 
difficult, for the small house in which they 
live is shared with five other families. 


*Raymond S. Short is Associate Professor 
of Political Science in the School of Busi- 
ness and Public Administration, Temple 
University. He is the delegate of Temple 
University on the Citizens’ Council on 
City Planning. He is the author of “Stab- 
ilizing Community Values in the Philadel- 
phia Metropolitan District Through Plan- 
ning’ which appeared in the June, 1949 
BULLETIN. 


The front door sags a bit and is in disre- 
pair since it is used by all the tenants 
but is the responsibility of no one. Large 
patches of plaster are off the walls. Win- 
dow frames are unpainted and here and 
there broken. The one bathroom in the 
house, with its leaky fixtures, is an un- 
usually busy place at certain hours of 
the day. Unless Ben arises early he may 
have to stand in line for an hour or more 
before he can make himself presentable 
for work. If Ben’s long wait is going to 
make him late for work, he may decide 
to take the day off. He visits a nearby 
taproom where he finds companions who, 
for similar reasons, have taken the day 
off. Sometimes he and his companions 
misjudge their capacities for alcoholic 
beverages and get into trouble with the 
law. John and Mary, his children, also 
have their difficulties, Progress in school 
is slow for they have no incentive to do 
their homework under such congested 
conditions. Moreover, poor diets and un- 
sanitary conditions make them easy prey 
to disease which saps their energies. 
Their playground is the city streets which 
are dirty and hazardous and where delin- 
quency is the natural, normal behavior 
expected of them by their associates. 


Every urban dweller is aware of the 
existence of slums and blighted areas in 
our urban communities but most are not 
aware of the extent to which conditions 
related in the composite case above exist, 
nor of the family disintegration, the so- 
cial disorganization, and the economic 
decline which are the natural conse- 
quences of this type of environment. 
Such areas cannot be isolated. Blight, 
like a cancerous growth, spreads to en- 
gulf ever larger sections of the city. 
Those who are able move to newer out- 
lying sections and suburban areas, leav- 
ing the blighted sections to the poverty 
stricken, the moral degenerates, and the 
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outcasts of society. Industry also moves 
out of these near-in centrai city areas. 
Few realize the extent to which these 
disintegrated central areas of cities lead 
down the road to municipal bankruptcy 
due to the drying up of the sources of 
municipal revenue and even to the de- 
struction of local government itself. 


CAUSES OF URBAN BLIGHT 

The Philadelphia Redevelopment Au- 
thority estimates that there are approxi- 
mately 18 square miles of blighted areas 
in Philadelphia—about 14 per cent of 
the entire city.1 It is not intended here 
to discuss definitively the causes of urban 
blight, but a few of the more common 
ones should be noted in order to under- 
stand the problem. The causes vary not 
only from city to city but from section 
to section within the city. Poverty, land 
speculation, industrial encroachment on 
residential areas and vice versa, poor 
building construction, inadequate plan- 
ning, overcrowding, poor enforcement of 
the building and sanitation codes, and 
age, all are important contributing fac- 
tors. The Philadelphia Redevelopment 
Authority considers age as the most im- 
portant factor in Philadelphia.? 


This expresses itself in physical deter- 
ioration and in outgrown planning which 
may have served adequately for a horse 
and buggy age. Slums exist today in 
what were once wealthy residential areas. 
Houses built for one family occupancy 
now house five, six, and even eight or 
ten families. Francis Bosworth, Execu- 
tive Director of Friends Neighborhood 
Guild, writes that in the Poplar Area 
(Market Street to Girard Avenue and 
Broad Street to the Delaware River) the 
population has increased from 49,000 in 
1940 to 72,000 today. In these eight years 
of population increase not a single new 
house has been constructed, except for 
the Richard Allen Homes, a public hous- 
ing project consisting of 1,324 dwelling 
units. On the other hand, 853 houses 


Redevelopment Authority of Philadel- 
phia, Report, 1947, p. 14. 

2Redevelopment Authority of Philadel- 
phia, Report, 1946, p. 4. 


have collapsed or have been demolished, 
and some 1,400 have been converted to 
commercial purposes.3 


Not all the blight exists in built-up or 
nearly built-up, old districts in the cen- 
tral part of the city. While this is a 
well recognized type of blighted area, 
another important type is the inactive 
or dying subdivision area in which poor 
layout, shortages of school, park, play- 
ground, and other public open spaces, 
widespread tax defaults and poor titles 
together effectively block initial or fu- 
ture growth.4 Philadelphia has its share 
of such areas. 


These are the conditions which Judge 
Kun said must be removed if they are 
not to destroy the city. But how may 
this be effectuated? The task requires 
the taking of large areas of land—in 
most instances from private owners— 
often the demolishing of existing struc- 
tures, the replanning of the use of the 
land, and the building of new structures 
in conformity with the new plan. Public 
agencies must be relied upon to acquire 
the land for we are not willing to vest 
in private individuals so powerful a wea- 
pon as eminent domain for this purpose, 
although we prefer, in our economy, to 
entrust the job of reconstruction to pri- 
vate finance and private contractors in- 
sofar as possible. 


The problem is an old one but until 
recently no branch of local government 
had been granted the broad powers re- 
quired to deal effectively with it. In fact, 
it has only been within the last 10 to 15 
years that the nation has realized that a 
fundamentally new approach would be 
required to meet the problem. State 
action to enable local governments to 
undertake the redevelopment of these 
areas has been even more recent. Most 
enabling legislation has been enacted 
since 1945. It was not until May, 1945, 


’Mail-O-Gram. Health and Welfare 
Council, Inc., Delaware, Montgomery and 
Philadelphia Counties, March, 1949. 

‘Coleman Woodbury and Frederick A. 
Gutheim. Rethinking Urban Development. 
Public Administration Service, 1949, p. 3. 
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that Pennsylvania authorized its munici- 
palities to undertake redevelopment.5 


CREATION AND POWERS OF 
REDEVELOPMENT AUTHORITIES 
IN PENNSYLVANIA 
When Pennsylvania did get around to 
enacting a redevelopment law, it recog- 
nized that the problem was extensive and 
granted broad powers to deal with it. 
The General Assembly declared that: 
“There exist in urban communities 
in this Commonwealth areas which 
have become blighted because of un- 
safe, unsanitary, inadequate or over- 
crowded condition of dwellings there- 
in, or because of inadequate planning 
of the area, or excess land coverage 
by the building thereon, or the lack 
of proper light and air and open 
space, or because of defective design 
and arrangement of the buildings 
thereon, or faulty street or lot lay- 
out, or economically or socially un- 
desirable land uses.” 


It then created Redevelopment Author- 
ities as bodies corporate and politic to 
“operate for the public purposes 
of acquiring and replanning such 
areas and of holding or disposing of 
them in such manner that they shall 
become available for economically 
and socially sound redevelopment. 
Such purposes are hereby declared 
to be public uses for which public 
money may be spent and private 
property may be acquired by the 

exercise of eminent domain.” 

A large measure of independence is 
granted these Authorities in acquiring, 
replanning, and holding or disposing of 
blighted areas “so that they shall become 
available for economically and socially 
sound development.” They are declared 
to be in no way an instrumentality of the 
city or county which creates them nor 
shall they engage in the performance of 
municipal functions.6 They report to and 
their actions are subject to review by the 
State Planning Board. However, they 
may not proceed without project ap- 
proval by local agencies. They do not 
come into existence until the local gov- 
erning body declares, by ordinance or 
resolution, that there is need for an au- 
thority and files a copy with the Depart- 

5Urban . Repevenaeest Law, Act No. 164, 


1945, P. 382, 
Ibid., ican t(a). 


ment of State. When this is done, the 
Secretary of the Commonwealth shall 
issue a certificate of incorporation. The 
mayor or other executive authority may 
then appoint the five members of the 
Authority. 

Moreover, an Authority cannot proceed 
to redevelop an area until the local plan- 
ning commission has certified it to be in 
need of redevelopment nor can it execute 
any contract for redevelopment until the 
local governing body has approved each 
redevelopment proposal. While the Au- 
thority must first procure and study the 
recommendations of the local planning 
commission for redeveloping an area, it 
may make its own additional investiga- 
tions and recommendations. 

After their organization and areas 
have been certified, Authorities may pro- 
ceed to acquire, assemble, and clear land. 
They may then sell, lease or transfer 
this assembled and cleared land, under 
adequate safeguards, to either private 
or public redevelopers. They are em- 
powered to issue their own bonds or bor- 
row from private lenders or from State 
or Federal government funds, enter into 
contracts with any governmental unit, or 
with private interests to carry vut their 
functions under the Act. 

Actual development, however, is not 
the function of the Redevelopment Au- 
thority. Its work is preliminary to re- 
construction, building, or rehabilitation. 
The Attorney General of Pennsylvania, 
recently gave an opinion that the Author- 
ity may not build and manage properties. 
Prior to this opinion the Philadelphia Re- 
development Authority had planned to be 
the redeveloper of one of its projects.7 
This plan has been abandoned, not so 
much because of the Attorney General’s 
ruling, as for other reasons. 


Constitutional Issue 

The enactment of the law was an im- 
portant advance in legislative thinking 
but it did not relieve the anxiety of those 
concerned with the redevelopment of 
areas devastated by decay. Was it consti- 


TRedevelopment Authority of Philadel- 
phia, Report, 1949, p. 15. 
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tutional? It conferred upon Redevelop- 
ment Authorities the tool of eminent 
domain for a purpose heretofore disap- 
proved by the courts. The law sanctioned 
the taking of private property from one 
private individual and turning it over to 
another. This was the legal crux of the 
Act and its acceptance was absolutely 
essential to make the rehabilitation of 
blighted areas feasible. As stated by 
the Philadelphia Redevelopment Author- 
ity: 

“It provides the necessary link 
long missing between city planning 
for industrial, commercial, and resi- 
dentai areas and the realization of 
the ‘dream,’ for the first time there 
now is possible a combination of the 
forces of private enterprise and gov- 
ernment at the local level, for com- 
munity improvement. 

“A great deal of sound city plan- 
ning here and elsewhere has been 
wasted effort simply because a prac- 
tical ey | did not exist for translat- 
ing the blue prints into action. Pri- 
vate enterprise could convert the 
outworn neighborhoods . .. but was 
stymied by inability to deal with 
those who either did not want to sell 
their property or who would sell only 
at an exhorbitant price. On the other 
hand, the city, through the right of 
eminent domain could acquire the 
property, but was restricted to using 
it for such public purposes as school 
sites, playgrounds, and streets.’’8 


A test case was pressed in Philadelphia 
Common Pleas Court No. 1 before Judge 
Joseph L. Kun and later carried to the 
State Supreme Court with the law be- 
ing upheld in both Courts. Judge Kun 
declared that the city was authorized to 

“follow the law of self-preservation 

and the Redevelopment Authority is 

thus provided with some of the tools 

for rehabilitating the areas which 

have been devastated by decay.’ 
He held that the Authority, for the good 
of all the people, could exercise the right 
of eminent domain in acquiring the prop- 
erty of individuals in blighted areas, 
“even though later the property would 
be transferred to a private redeveloper.” 


®Redevelopment Authority, Report, 1947, 
op. cit., p. 2. 

*Belovsky V. Redevelopment Authority 
of the City of Philadelphia, December 3, 
1946. 


Extending the reasoning advanced in 
Doran v. Philadelphia Housing Author- 
ity,!° upholding the right to use eminent 
domain for the acquisition of land for 
public low-rent housing, the State Su- 
preme Court held: 

“When, therefore the need for 
public ownership has terminated, it 
is proper that the land be retrans- 
ferred to private ownership, subject 
only to such controls as are neces- 
sary to effectuate the purposes of 
the Act. It is not the object of the 
statute to transfer property from one 
indivdual to another; such transfers, 
so far as they may actually occur, 
are purely incidental to the accom- 
plishment of the real or fundamental 
purpose—Nor does the taking (of 
property) lose its public character 
merely because there may exist in 
the operation, some feature of pri- 
vate gain, for, if the public good is 
enhanced, it is immaterial that a 
private interest also may be bene- 
fited.”11 

Justice Patterson, in a dissenting opinion, 
held that “the conclusion of the majority 
is contrary to established principles of 
constitutional law.” And indeed it is a 
departure from the line of judicial deci- 
sions established in the earlier part of 
this century. 

With this judicial blessing the city 
could proceed to attack its problem of 
redevelopment. Already City Council in 
September, 1945 had activated the Au- 
thority and in March, 1946, the Mayor 
appointed its five members. These had 
organized and started their survey of the 
problems that needed to be attacked. 


Major Problems Involved 

The task of redevelopment is extremely 
complicated. Both economic and human 
relations are involved. Some of the major 
problems involved are: (1) the determin- 
ation of objectives or goals of redevelop- 
ment; (2) criteria for the measurement 
of blight; (3) site selection; (4) the de- 
velopment of procedures; (5) the organi- 
zation of the Authority; (6) the selection 
of redevelopers; (7) financing projects; 
(8) determination of whether major em- 

10331 Pa, 209. 

4Belovsky v. Redevelopment Authority 


of the City of Philadelphia. 357 Pa. 329 
(1947). 
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phasis should be on clearance or on re- 
habilitation and neighborhood conserva- 
tion; (9) securing public participation 
and public acceptance; (10) determination 
of the relation of redevelopment and pub- 
lic housing; and (11) securing the co- 
operation of other public agencies and 
civic organizations. The list could easily 
be extended to cover many more prob- 
lems.12 


THE OBJECTIVE OF 
URBAN REDEVELOPMENT 
Redevelopment is not just slum clear- 
ance or another housing program. It is 
not just a device for facilitating private 
investment and building in the near-in 
blighted areas of a city. Spot redevelop- 
ment, not fully tied into a comprehensive 
city plan, is not the answer. At a con- 
ference of planning, redevelopment, and 
housing officials, and other interested per- 
sons in 1948, it was agreed that, 


“Our problem is to develop or re- 
develop a city in which it is good to 
work and to live. Each redevelop- 
ment area therefore must be evalu- 
ated as a contribution toward 
achievement of that purpose, not as 
a separate entity. Operating officials 
and others have to deal with specific 
areas and projects but they must not 
overlook the fact that these units are 
parts of the whole into which they 
must be fitted so as to make an effec- 
tive and well balanced community.”13 


It involves the economic problem of the 
decline of property values as affecting 
the municipal economy and the social 
problem of the decline of citizen morale.14 

Thus, redevelopment must be thought 
of in terms of the broad question of the 
kind of urban pattern that will best 
meet future needs. The integration of 
redevelopment projects with the plans 
of the community as a whole is implicit 
in the State Urban Redevelopment Act 
and, under Title I of the Federal Housing 
Act of 1949, is required in order to re- 
ceive funds for redevelopment purposes. 

The thinking and planning of both the 





“For a more detailed listing of problems 
co0, prenenany and Gutheim, op. ecit., pp. 
13- 

13Jbid., p. 1. 

“uRdmund N. Bacon. Planning. American 
retard i! Planning Officials. Chicago, I1l., 
1949, 


Philadelphia City Planning Commission 
and the Redevelopment Authority is in 
terms of this broad concept. The Execu- 
tive Director of the City Planning Com- 
mission stated that we should approach 
the problem of planning for redevelop- 
ment, not in terms of individual projects, 
but in terms of the whole neighborhood 
structure, its people, and its institu- 
tions.15 The Redevelopment Authority 
has stated that its program of redevel- 
opment is to be integrated with the fu- 
ture of the entire city.16 While redevel- 
opment is often thought of in terms of 
residential use, it is of interest to note 
that four of the areas presently certified 
for redevelopment are either predomi- 
nantly commercial or industrial or are 
not primarily slated for those presently 
living in blighted areas. 


CRITERIA FOR THE 
MEASUREMENT OF BLIGHT 


Existing property rights are seriously 
disturbed by redevelopment and those 
who are affected may protest vigorously 
against being dispossessed. The comment 
of the City Planning Commission that 
radical changes in the existing way of 
life in many areas of the city carry a 
grave responsibility to be sure that the 
areas selected are, in fact, blighted is, 
therefore, timely.17 It is generally agreed 
by experts in this field that the indexes 
and evidences for identifying blight are 
none too accurate. It was urged by the 
Philadelphia group at the 1948 confer- 
ence of planning, redevelopment and 
housing officials that blight was not only 
a physical but a social phenomenon. As 
a social phenomenon it was 


“characterized by poor morale and 
general slovenliness not only in the 
upkeep of dwellings but also of busi- 
ness properties and public serv- 
ices,’’18 


There was no general acceptance of this 
extension of the meaning of blight since 
social attitudes might be both causes 


Ibid., p. 20. 

iy oy pee Authority, Report, 1947, 
op. cit., p. 

7Redevelopment Authority, Report, 1946, 
op. cit., p. 54. 

Woodbury and Gutheim, op. eift., p. 3. 
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and by-products of blight but not of its 
essence, 


Even though there was disagreement 
on measurements of blight, action was 
called for and the first step toward that 
action was a survey to determine housing 
conditions. The City Planning Commis- 
sion set up a screening technique consist- 
ing of five factors to find the areas of 
probable blight. The existence of four 
of the factors was taken as an indication 
that the area was probably blighted. 
These were: “(1) number of occupied 
dwelling units decreasing from 1930 to 
1947 by 5 per cent or more; (2) 20 per 
cent or more dwelling units needing 
major repairs, or are without private 
bath; (3) 5 per cent or more of the land, 
exclusive of streets, in vacant subdivided 
lots; (4) densities of 150 persons or more 
per net acre; and (5) average monthly 
rental less than $25.”19 


An intensive housing survey was then 
conducted in the areas of probable blight 
by the Redevelopment Authority, the 
City Planning Commission, and the Phila- 
delphia Housing Authority. Field inspec- 
tors, using a scientific plan of physical 
appraisal of dwellings and environment 
developed by the Committee on the Hy- 
giene of Housing of the American Public 
Health Association, evaluated individual 
dwelling units and their surroundings in 
respect to health, safety, and essential 
livability. Both conditions in the indi- 
vidual homes and the quality of the 
dwelling’s physical environment were 
evaluated. Penalty scores were placed on 
dwellings if they failed to measure up to 
minimum standards in such conditions 
as sanitation, crowding, safety of egress, 
condition of maintenance and repair, and 
adequacy of heating and lighting. The 
quality of a dwelling’s physical environ- 
ment was measured in terms of land 
crowding, hazards and nuisances from 
transportation or traffic, utilities, and 
sanitation installations, non - residential 
land use, and basic community facilities 


WRedevelopment Authority, Report, 1946, 
op. cit., pp. 54-55. 


such as schools, playgrounds, churches, 
and parks.2° 


On the basis of the housing survey, 
the City Planning Commission had certi- 
fied ten areas for redevelopment by the 
end of 1949.21 These areas cover 4,288 
acres with 50,872 dwellings and had a 
1940 population of approximately 163,- 
910. The Planning Commission points 
out that these areas cover only a fraction 
of the total area of the city which is in 
need of redevelopment.22 


Since the publication of its Public Im- 
provements Program 1950-1955, it is re- 
ported that the Commission has sched- 
uled four additional areas for redevelop- 
ment covering 2,401 acres, 31,371 dwell- 
ing units, and a 1940 population of 167,- 
635. However, no formal announcement 
of this action has been made by the Com- 
mission as of this date, (August, 1950). 


SITE SELECTION OF PROJECTS 


Certification of areas for redevelop- 
ment is merely preliminary to the real 
work of redevelopment. The certified 
areas are extensive but the resources for 
redevelopment are limited. Initial proj- 
ects may cover only a block, a part of a 
block, or a few blocks, The nature of the 
area and the ability to attract redevelop- 
ers are important factors in the selection 
of sites and in the speed with which re- 
development can be pushed. Both the 
legal and moral requirement that housing 
be provided for those who are displaced 
during redevelopment is an extremely 
important factor in site selection. This 
consideration has slowed the progress of 


»Redevelopment Authority of Philadel- 
phia, Report, 1948, p. 31. . 

™These were: The Temple Area; The 
Triangle Area lying between City Hall and 
the Schuylkill River and roughly between 
Market Street and the Benjamin Franklin 
Parkway; Passyunk Square in South Phil- 
adelphia; University Area in West Phila- 
delphia; Mill Creek Area in West Philadel- 
phia; Lower Eastwick Area in Southwest 
Philadelphia; Aramingo Area in North 
Philadelphia; Old City Area in the Inde- 
pendence Hall Area; Southeast Central 
Area between Lombard Street and Wash- 
ington Avenue and Broad Street and the 
Delaware River; and the East and West 
Poplar Areas which lie between Girard 
Avenue and Spring Garden Street and 
Broad and Fifth Streets. 

2Program of Public Improvements 1950- 
1955,.p. 49. ” 
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redevelopment in Philadelphia for hous- 
ing has not been available. The problem 
is so critical that the Mayor in June, 
1950 set up a seven-agency group to heip 
find housing accommodations. Temporary 
housing is not enough, for in many in- 
stances, the areas, when redeveloped, will 
have lower densities than existed before. 
Insofar as public housing is involved in 
the project, some displaced persons may 
not be eligible to move back into the proj- 
ect because they do not meet the qualifi- 
cations for low-rent housing occupancy. 
They may appear to be the real forgot- 
ten people. Then too, care must be taken 
to insure that new slums are not created 
in housing the displaced persons. Some 
lundlords have no compunctions against 
encouraging overcrowding in other areas 
to take care of the displaced. 


Although piecemeal redevelopment 
may be forced by financial and human 
considerations, spot redevelopment— 
scattered projects not fully tied into a 
comprehensive city plan—is a danger 
which must be guarded against. The 
project, if placed in the center of a slum 
area, may be so small as to be engulfed 
by the surrounding slums. It may fail 
to result in the development of a true 
neighborhood or community unit, or in 
social reconstruction which many, includ- 
ing the Redevelopment Authority, feel to 
be just as important as physical rehabili- 
tation. 


These problems have been given con- 
sideration by the Philadelphia agencies 
concerned with redevelopment. The first 
two projects thus far approved by City 
Council are located in the East Poplar 
Redevelopment Area, an area which the 
housing quality survey indicated was 
about in the middle group among the 
areas certified. Condition of the homes 
varies from satisfactory to intolerable. 
Only a small number of people will be 
displaced at any one time. It is proposed 
to start at or near the edge of the area 
so that projects will not be engulfed by 
surrounding slums but will provide an- 
chors of stability from which to push 
rehabilitation. 


PROCEDURE FOR 
REDEVELOPMENT 

Before a project is processed, the City 
Planning Commission is under obligation, 
according to the Urban Redevelopment 
Law, to prepare a Redevelopment Area 
Plan for the whole certified area in con- 
formance with its comprehensive general 
plan. This plan recommends, among other 
things: land uses following redevelop- 
ment; population densities; land cover- 
age and building intensities; a prelimi- 
nary site plan; proposed park and recrea- 
tion areas; changes in street layout and 
transit lines; changes in zoning regula- 
tions to protect the area in the future; 
rehousing of displaced persons; estimated 
cost of acquisition; and continuing con- 
trols, 

At this stage the major work of the 
Redevelopment Authority begins. It pre- 
pares the redevelopment proposal for all 
or any part of a certified area for which 
the City Planning Commission has made 
a redevelopment area plan; assembles 
the land by purchase, option, eminent do- 
main, grant, or gift; selects a redeveloper 
or redevelopers; prepares a redevelop- 
ment contract; enters into agreements 
with any State or local government or 
its agencies to provide facilities and util- 
ities, close, plan, or relocate streets, zone 
or re-zone the area, etc. These plans are 
first presented to the City Planning Com- 
mission for review and then to City 
Council, with such recommendations as 
the Commission might make. Upon ap- 
proval by the City Council, actual opera- 
tions may start. 


ORGANIZATION OF THE 
AUTHORITY 

For all of its complex operations, the 
Philadelphia Authority has only a small 
permanent staff. Aside from the Execu- 
tive Secretary and his assistant, the per- 
manent technical staff now consists of 
four people. However, recruitment of 
additional staff members is already under 
way and it is planned to increase the 
staff to 60 members. The Authority has 
preferred to rely upon the employment 
of consultants rather than to build up a 
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large staff. This, of course, has its ad- 
vantages in the early stages of redevel- 
opment when progress is slow. The Au- 
thority at present is making use of con- 
sultants for architecture, real estate, 
engineering, appraising, accounting, and 
legal advice. Much aid is also received 
from the City Planning Commission. 
REDEVELOPERS 

It is obvious that the key to redevelop- 
ment rests in finding enough developers 
with sufficient funds to carry out the 
projects. To date, only one redeveloper 
has signed a contract. This covers a one 
block area. No doubt there will be plen- 
ty of private developers if the projects 
are made financially attractive. Potential 
developers include insurance companies, 
investment concerns, speculative build- 
ers, real estate management corpora- 
tions, and commercial and industrial cor- 
porations. Then too, public agencies such 
as public housing authorities and the 
local government in connection with 
schools, playgrounds, recreation areas, 
etc., can undertake actual development 
programs, 

FINANCING REDEVELOPMENT 

The question on every taxpayer’s 
tongue is, “Where will the money come 
from?” Undoubtedly redevelopment is 
costly. The Philadelphia Redevelopment 
Authority estimated in 1946 that land 
costs in blighted areas would run from 
$50,000 to $75,000 an acre.23 More re- 
cently a member of the Authority told 
the writer that it would cost at least 
$100,000 an acre to acquire the land in 
the Temple Area. Paradoxically, land 
values often increase as the blight grows 
worse, due to the intensive land use often 
caused by illegal overcrowding. 

The cost to the public of each project 
may appear on first view to be higher 
than it actually is. Financing logically 
divides into two phases. There is first 
the cost of land acquisition, assembly, 
and clearing preparatory to redevelop- 
ment. This is the primary responsibility 
of the Redevelopment Authority and it 
follows that the taxpayer is directly con- 


Redevelopment Authority, Report, 1946, 
op. cit., p. 4. 


cerned with this phase of the program. 
The second phase of the program in- 
volves construction and maintenance. The 
redeveloper has a responsibility for se- 
curing funds for these purposes although 
the Authority may aid him in securing 
the necessary funds or may even lend 
them to him. The redeveloper may get 
funds from either private or public 
sources. When funds are secured from 
public sources, some subsidy may be in- 
volved. 


FINANCING LAND ACQUISITIONS 

The Redevelopment Authority’s share 
of financing does not represent a com- 
plete public outgo without a return other 
than the economic and social improve- 
ment which is expected to follow. Much 
of the expenditure is recoverable. The 
cost to the Authority is the difference be- 
tween the gross cost of acquisition, as- 
sembly, and clearance less the value 
placed on the land when it is made avail- 
able to the redeveloper. As has already 
been pointed out, the value of the land 
may be less after redevelopment than 
before, 

Then, too, redevelopment is expected 
to result in increased assessments in the 
area and perhaps some reduction in costs. 
In spite of the high cost of land acquisi- 
tion, the Authority does not consider 
redevelopment a subsidy proposition.24 
Blighted areas cost more for services 
than they return. A study made by the 
Bureau of Municipal Research for the 
Redevelopment Authority in a deteriorat- 
ing but not a slum area showed that ex- 
penditures for services exceeded reve- 
nues from the area by $110,414 per an- 
num.25 This truly is a subsidy. The Au- 
thority believes that if the “sore spots” 
are removed, the morale of the area will 
be improved, people will begin to improve 
their properties and assessments will in- 
crease so that these areas will become 
self-supporting. In the opinion of one 
staff member of the Authority, the tax- 
payer will not be as hard-hit as he 
anticipates, 

*Redevelopment Authority, Report, 1947, 


op. cit., p. 13. 
Stbid., p. 14. 
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Financing its part of the program has 
been a major concern of the Redevelop- 
ment Authority since its inception. The 
law under which it was created conferred 
authority but no funds. It was given the 
power to issue bonds but, as was pointed 
out by the Authority, the right to issue 
bonds and thus borrow money is an 
empty bag until some equity position 
has been established.26 

The Philadelphia Authority was with- 
out funds for land acquisition until 1949. 
The Authority had urged action on the 
local, state, and Federal levels. In 1949 
City Council appropriated $225,000 in 
capital grants and an additional $400,000 
in 1950. Less than $100,000 of this has 
been used. The Authority sought council- 
manic approval for a $5 million loan cov- 
ering the period 1950-55 but this was not 
approved. Instead there is an under- 
standing that Council will appropriate $1 
million per annum for redevelopment 
purposes for the next five years. The 
Authority also backed an amendment 
submitted to the voters in 1949 which 
would have given tax exemption over a 
period of years on redevelopment proj- 
ects but this was rejected at the polls. 


Additional funds are available from 
the State. The General Assembly in 1949 
passed the Housing and Redevelopment 
Assistance Law providing $15 million for 
housing and urban redevelopment. Phila- 
delphia’s share of this is $2,985,660. Of 
this amount, City Council has allocated 
25 per cent or $746,415 for land acquisi- 
tion for redevelopment purposes. A con- 
siderable portion of the remainder may 
be used as a capital grant for the con- 
struction of middle-rent housing in re- 
development areas. 

The Federal Housing Act of 1949 will 
provide the largest source of capital 
funds for land acquisition in the im- 
mediate future. Under Title I of the Act 
$500 million is to be made available over 
the next five years for capital grants for 
redevelopment and $1 billion is author- 
ized for loans for slum clearance and 


*Ibid., p. 13. 


low-rent housing. The Housing and Home 
Finance Agency has already set aside 
$6.3 million in grants for Philadelphia 
for the first two years. Philadelphia will 
be entitled to approximately $8.7 million 
additionally over the five year period, if 
it satisfies the provisions of the Act. 


The amount now available in capital 
grants exceeds $7.5 million. In order to 
receive federal capital grants the local 
government must provide at least one- 
third of the net project costs, i.e, the 
difference between the gross project cost 
and the proceeds from the disposition of 
the land, and must comply with federal 
standards for approved projects. 


Projects are approvable for federal 
grants if they comply with one of the 
four following categories: 


“(1) a slum area or a deteriorated 
or deteriorating area which is 
predominantly residential in char- 
acter; 

(2) any other deteriorating or deterior- 
ated area which is to be developed 
or redeveloped for predominantly 
residential uses; 
land which is predominantly open 
and which because of obsolete 
planning, diversity of ownership, 
deteriorating of structures or of 
site improvements, or otherwise, 
substantially impairs or arrests 
the sound growth of the commun- 
ity and which is to be developed 
for predominantly residential uses; 
or 
open land necessary for sound 
growth which is to be developd for 
predominantly residential uses.”27 
(This type of project is not eligible 
for a capital grant but may be 
eligible for a loan.) 

Local cash funds, including the grant 
from the state, do not now equal one- 
third of the amount set aside for Philadel- 
phia by the Housing and Home Finance 
Agency. However, the Redevelopment 
Authority anticipates approval of other 
local contributions as fulfilling the one- 
third local contribution necessary for 
federal grants. The Housing and Home 


Finance Agency has agreed to accept an 


(3 


a 


(4) 


Office of the Administration of Homes 
and the Home Finance Agency. A Guide 
to Sium Clearance and Urban Redevelop- 
ment. February, 1950, p. 6 
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application from the Authority to con- 
sider that portion of the cost of a School 
Board construction project, which is prop- 
erly allocated to the redevelopment area, 
as a part of the local contribution. 


The Housing and Home Finance 
Agency Administrator states that local 
grants-in-aid may include, besides cash 
grants, donations of land in the project 
at cash value; donations at cost of de- 
molition or removal work, or installation 
of site improvements in the project area; 
the provision, at their cost, of parks, 
playgrounds and other public buildings 
or facilities which are primarily of direct 
benefit to the project and which are nec- 
essary to serve or support the new uses 
of land in the project area; and additions 
to or rehabilitation of existing facilities 
may in appropriate cases be counted.28 
Since the City’s Six-Year Public Improve- 
ments Program lists many projects of 
this type the Authority should not face 
difficulty in meeting its share of the 
grant to receive federal funds for a pro- 
jected expenditure of $15 million during 
the next five years. 

In addition to capital grants, loans are 
also available for aid in redevelopment. 
Funds may be advanced for surveys and 
plans in preparation of projects to be 
assisted. Temporary loans may be made 
to finance necessary expenditures in con- 
nection with the acquisition and clearance 
of project areas, the preparation of land 
for redevelopmnt and for making the 
land available for private or public re- 
redevelopment. Long-term loans may be 
made to finance portions of projects 
which are leased rather than sold.?9 


Financing the Redeveloper 

After the land is assembled, cleared, 
and redeveloped there is still the problem 
of finding redevelopers with sufficient 
funds to build the projects in accordance 
with the plans for redevelopment. Gen- 
erally, builders have found it more profit- 
able to build in new areas. Here they 
are not bothered about the “no segrega- 
tion problem” or faced with doubts about 

*8Ibid., pp. 15-16. 

» DP. 9. 
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declining areas. Construction is also 
cheaper in the newer areas. The only 
redeveloper thus far, Friends Service 
Inc., is financing its project through 
FHA. However, the Authority believes 
it has developed a technique which will 
make redevelopment attractive. 


Application has been filed by the Au- 
thority under Title VII of the FHA Act 
of 1948 for mortgage insurance—a new 
type of insurance now used only in 
Chicago. According to the district FHA 
Director, this insurance is designed to 
guarantee a yield so as to attract invest- 
ment capital into the production of rental 
housing for ‘families of moderate incomes 
where no mortgage is involved. Under 
the plan the FHA would guarantee a 
minimum annual return of 2 per cent per 
annum for amortization of the estab- 
lished investment and an annual return 
of 234 per cent on the outstanding invest- 
ment.30 


The Authority plans to finance the en- 
tire cost of its second project under this 
program and requests for bids have al- 
ready been advertised. On the basis of 
the yield insurance on its investment, the 
Authority will issue its own revenue 
bonds with which to finance the re- 
developer. Since the bonds are non- 
taxable, it is believed that no difficulty 
will be experienced in selling them. 


According to the Authority’s advertise- 
ment, bids are requested from persons 
experiencd in the construction and man- 
agement of rental housing. The bidders 
must establish rental schedules sufficient 
to pay all taxes, all costs of maintenance, 
allowable management costs, operating 
expenses, interest on the total unamort- 
ized net investment, an adequate depreci- 
ation reserve and amortization of the 
net investment. Interest on the total un- 
amortized investment is computed at 2% 
per cent per annum and amortization of 
the net investment shall be at no less 
than 2 per cent per annum. Rentals 
shall not exceed $15.20 per room per 
month for net shelter rent. The success- 


The Philadelphia Inquirer, July 16, 
0. 
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ful bidder can at any time during the 
operation of the project acquire title to 
the project by paying to the Authority 
the full amount necessary to repay any 
unamortized portion of the net invest- 
ment together with interest and other 
charges due.?1! 


The acquisition of title is, of course, 
subject to the covenants running with 
the land or which may be required by 
the Authority to prevent the recurrence 
of blighted conditions. The tax exempt 
feature of the bonds and the long amorti- 
zation period of 50 years with a low in- 
terest rate will reduce considerably the 
cost per unit, thus making the project 
attractive to redevelopers. The writer 
has been informed that a number of 
persons have shown interest in bidding 
on the project. 


PROJECTS 


Actual progress on redevelopment has 
been slow due to a number of factors, 
some of which have already been dis- 
cussed. Preliminary work has been com- 
pleted on seven projects. As previously 
noted the contract has already been 
entered into on one project between the 
Authority and Friends Service, Inc. as 
the redeveloper. Bids have been requested 
from redevelopers on the second project. 
Three more have received prior Federal 
approval and two additional ones have 
been sent to Washington for prior ap- 
proval. Prior approval consists of ap- 
proval for the redevelopment plan before 
the execution of a contract for a tempor- 
ary loan or capital grant. It gives some 
assurance that the preliminary expendi- 
tures of the Authority on a project will 
be given recognition for grant-in-aid pur- 
poses. Final approval is necessary before 
any federal funds are advanced for capi- 
tal expenditures. The Authority has al- 
ready received final approval of one 
project. 

These seven projects will involve an 
estimated total construction cost of ap- 
proximately $14,458,000 and will con- 
struct 1,700 dwelling units. Two other 





2The Philadelphia Evening Bulletin, July 
17, 1950. 


projects involving 700 more dwelling 
units are now on the drawing boards. 
The over-all program mapped out for the 
next six years calls for approximately 
25,000 dwelling units.32 Estimates are 
not at present available on the cost of 
land acquisition. The estimated cost of 
land acquisition of the block being de- 
veloped by Friends Service, Inc. is ap- 
proximately $130,000 of which Friends 
Service, Inc. will pay $65,000.33 The esti- 
mated cost of acquiring the 4.34 acres in 
the second project including making the 
land available to the redeveloper is 
$477,000. 


Variety in objectives is evident in the 
projects thus far underway. The first 
two projects in the East Poplar Re- 
development Area are housing projects 
for low income families. The Friends 
Service project is one of rehabilitation, 
for the most part, of single, structurally 
sound dwellings. Rooms are in exceed- 
ingly bad condition and the houses lack 
central heating, plumbing or toilet facili- 
ties, and cooking facilities. It is an in- 
teresting experiment in that the Friends 
are training the prospective tenants to 
contribute their services in rebuilding to 
the extent possible. Of course, much of 
the work will have to be done on a con- 
tract basis but tenant contributions will 
keep the costs down and will give the 
tenants a stake in the property. When 
the project is completed it will be owned 
completely by the tenants through a co- 
operative housing corporation.34 The 
total cost of the project is estimated at 
$633,350 and is financed through FHA. 


The Friends hope to recover their 
initial investment and to use it as a re- 
volving fund for the rehabilitation of 
other blocks. Through this piecemeal 
process of rehabilitation in conjunction 
with the work of the Redevelopment Au- 
thority and other redevelopers, it is 
hoped that an entirely sound area will 


2City Planning Commission. Recom- 
mended Program of Public Improvements, 
1950-1955, p. 50. 

SLetter dated July 17, 1950 from Charles 
Perry of Friends Neighborhood Guild. 

“Redevelopment Authority, Report, 1949, 
op. cit., p. 13. 
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result. Friends’ Neighborhood Guild will 
help to select the tenants and will under- 
take to teach them the art of living so 
that a sound social structure will develop 
along with, physical rehabilitation. 

It is of interest to note that four of 
the nine projects started or on the draw- 
ing boards are not low-rent housing proj- 
ects nor do they involve the necessity of 
rehousing a large number of families. 
Two in the Old City Area are designed 
to enhance the Federal and State pro- 
grams for creating an East and North 
Mall around Independence Hall. They 
provide efficiency, one, two, and three 
bedroom apartments for middle-income 
families in buildings ranging from eight 
to nine stories. The University Area 
project proposes two buildings of 13 
stories and one of 11 stories similar to 
the Old City Area projects. The North 
Triangle Area is to be developed into a 
business-residential district where large 
scale apartment projects of the maximum 
rental variety may be erected. 

It is thus clear that redevelopment is 
not synonymous with slum clearance nor 
low-rent housing nor is it necessarily 
housing. In view of the fact that we are 
being told that the market is becoming 
saturated for apartment units for other 
than low-rent units, one might question 
the financial feasibility of some of the 
projects although they undoubtedly con- 
tribute to the redevelopment of the areas. 
Valid arguments can be advanced for lo- 
cating some projects in areas which do 
not involve the demolition of slum dwell- 
ings because of the dearth of dwellings 
for those who would have to be moved 
out in order to redevelop an area. 

Two areas certified for redevelopment, 
Eastwick and Aramingo are earmarked 
primarily for industrial purposes. The 
Aramingo Area is in the heart of an 
industrial section. It has remained dor- 
mant for some 30 or 40 years and could 
be a major industrial section because of 
its railroad facilities and closeness to the 
port.35 If redeveloped, the rewards to 
the city would be great. 


SRedevelopment Authority, Report, 1947, 
op. eit., p. 17. 


CLEARANCE, REHABILITATION, 
OR CONSERVATION? 


There has been a great deal of division 
of opinion among authorities in the field 
of redevelopment over the question of 
whether the emphasis should be put on 
clearance of blighted areas or upon re- 
habilitation.36 Some feel that rehabilita- 
tion is medicine too weak for the disease 
as it is found in most localities. It is 
feared that rehabilitation and conserva- 
tion measures will be attempted in dis- 
tricts where they will not really be effec- 
tive and will result in no more than 
temporary and probably dangerous face- 
lifting. It is also argued that the place 
to practice neighborhood conservation is 
in basically good, though old, residential 
areas that might soon become blighted. 
The Philadelphia Housing Association 
will point out in a forthcoming publica- 
tion that rehabilitation may result in the 
retention of structures which are not 
suited to redeveloped areas. 


The philosophy dominating the think- 
ing of the Philadelphia Redevelopment 
Authority and the City Planning Com- 
mission is definitely in favor of limited 
clearance at this time with heavy em- 
phasis placed upon rehabilitation and 
neighborhood conservation. In its 1947 
Report, the Authority stated that, 

“It should be emphasized that while 
the areas being certified are large there 
is no suggestion that extensive redevel- 
opment is necessary over each entire 
area but rather, that within the speci- 
fied boundaries, there are spots which 
rehabilitated, will bring improvement 
to the whole section.’”’37 


David M. Walker, Executive Secretary 
of the Authority, speaking before the 
16th Annual Meeting of the National 
Association of Housing Officials in 1949, 
described the Philadelphia approach as 
one which gives emphasis to stabilizing, 
maintaining, and improving values as 
well as undertaking building projects.38 


*Woodbury and Gutheim, op. cit., pp. 
11-12. 

8sTRedevelopment Authority, Report, 1947, 
op. cit., p. 4. 

%National Association of Housing Offi- 
cials. Reports of Thirty-one Sessions. 
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The philosophy was probably best ex- 
pressed by Edmund N. Bacon before the 
American Society of Planning Officials in 
1949. He concluded, with reference to 
blighted areas, that: (1) There is a very 
complicated physical intermixture of the 
good and bad in every area and that to 
get maximum results from each dollar 
spent, the city must plan to remove only 
the bad insofar as possible even though 
clearance will not follow block lines. (2) 
The gradual physical decline of an area 
has resulted in a general breakdown of 
neighborhood morale which results in 
residents not putting forth even a reason- 
able effort to keep their properties in 
shape. (3) Within any neighborhood the 
vital force for regeneration is still alive. 
(4) There is a structure of institutions 
in each neighborhood which has vitality. 
There are in each neighborhood a series 
of institutions which tie people together 
and which are tied to the ground. Re- 
development, where possible, should give 
these institutions new strength and valid- 
ity, both through the process of planning 
and through the character of the physical 
plan itself.89 


Operation Fix-Up 

A special rehabilitation program was 
started by the Authority in 1949 known 
as “Operation Fix-Up” which is pri- 
marily a self-help project in neighbor- 
hood improvement. Projects under this 
program call for fixing up and refurbish- 
ing alleyways and blocks by tenants and 
occupants, and for the attendant moral 
rehabilitation of the people living in the 
area. The Authority, in cooperation with 
the owners and tenants, the Mayor’s 
Committee on Neighborhood Improve- 
ment, the Division of Housing and Sani- 
tation, the Health and Welfare Council, 
the Chamber of Commerce, the Philadel- 
phia Housing Association and the Board 
of Education developed a test project in- 
volving 88 homes butting on an alley in 
a one-block area. Debris was removed, 
fences torn down and the area made into 
a communal ground which was graded, 
paved, except for center grass plots, and 


Bacon, op. eit, pp. 19-20. 


lighted. Plumbing repairs were made, 
new doorways and window-frames were 
installed, roofs repaired, rooms plastered 
and buildings painted inside and out. 
While the project was limited in nature, 
it required a great deal of time and 
effort. Owners were asked to contribute 
$50 per house toward the cost of rehabili- 
tation along with an owner-signed,assur- 
ance that the ground would remain com- 
munal. Hostile tenants had to be won 
over and encouraged to contribute labor 
to do the work. Civic agencies aided in 
supplying materials and in the develop- 
ment of human relations. The over-all 
cost of materials averaged $100.62 per 
house—a low figure due to donations 
from individuals and groups. 


The Authority believes the project is 
not only valuable in physical rehabili- 
tation but in developing neighborhood 
morale as well. Ensuing projects have 
been solely the responsibility of sponsor- 
ing civic or neighborhood groups and the 
owners and tenants. The Authority in 
addition to conducting a public relations 
program through its staff members to 
spread the program, offers engineering 
and architectural consultation concerning 
site selection; the preparation of an ar- 
chitectural plan; cost analysis; and other 
financial and consulting services.4° This 
program may be extremely important in 
the future for rehabilitating neighbor- 
hoods, both physically and socially, with- 
out imposing a severe financial burden on 
the city. 


PUBLIC PARTICIPATION 
IN REDEVELOPMENT 


It is now clearly recognized that re- 
development cannot be successfully ac- 
complished if superimposed by public 
agencies. Physical rehabilitation without 
social rehabilitation cannot result in per- 
manent improvement. If true neighbor- 
hood integration is to be the goal, the 
program must be understood and ac- 
cepted by the neighborhood. This requires 
participation in the planning of redevel- 


“Redevelopment Authority, Report, 1949, 
Yr ~~ pp. 25-48 and Operation Fix-Up, 
1949. 
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opment. After much experimentation the 
public agencies in Philadelphia have now 
developed a technique which they believe 
will effectively accomplish this objective. 
Before starting on the redevelopment 
plan for a new area, the City Planning 
Commission first discusses its intended 
program with the Area Planning Confer- 
ence, a central body with representatives 
of the Council of Social Agencies, the 
Board of Education, the Redevelopment 
Authority and other city wide agencies 
having an impact on neighborhood plan- 
ning. Through this group some loca’ or- 
ganization is selected to serve as the 
channel for all neighborhood contacts to 
avoid confusion at the local level. 


The Commission then requests the local 
organization to set up a committee rep- 
resenting business, industry, churches, 
school, social work, labor, and local resi- 
dents. The Commission then explains the 
various programs which could be brought 
to play in the area. Discussion of the 
various problems in the area follows and 
usually some basic agreement is arrived 
at as to the kind of things that should 
be done to improve the neighborhood. The 
Commission then is requested to prepare 
a tentative sketch plan embodying the 
suggestions made, 


When this plan is prepared the Ccm- 
mission returns to the Committee and 
asks if it conforms to what the Commit- 
tee had in mind. Such meetings continue 
until the plan evolves. Although the 
plan evolves slowly, it is a joint effort 
and the representatives justly consider 
themselves the co-creators. The tech- 
nique combines the thinking of the ex- 
perts who know the technical problems 
involved and who can relate the program 
to the over-all plan for city develop- 
ment, and the thinking of the local people 
who can contribute valuable insights into 
specific neighborhood problems and atti- 
tudes. It is the job of the local com- 
mittee to sell the program to the various 
neighborhood groups, of which there are 
many, and to the larger body of resi- 
dents.41 It may even require the organi- 


“Bacon, op. cit., pp. 21-22. 


zation of neighborhood groups. 


Redevelopment must also be understood 
and accepted by the citizens of the city 
as a whole if it is to attain its broad 
objectives. A program of public relations 
is essential for this purpose but the limits 
of this paper do not permit further dis- 
cussion of this important problem. 


REDEVELOPMENT AND 
PUBLIC HOUSING 


Since redevelopment areas are generally 
areas of low-rent housing, an extensive 
and integrated program of public housing 
is essential in large scale redevelopment. 
Projects on vacant land are needed in 
connection with the relocation of a sub- 
stantial number of displaced slum 
dwellers. But public housing and redevel- 
opment are two distinct devices. Housing 
may not replace the slums in a blighted 
area; and if housing does replace the 
blight, it may not be low-rent housing. 
H & HFA officials have pointed out that 
Title I of the Housing Act of 1949 can- 
not be used as a vehicle for public low- 
rent housing unless that clearly is the 
best use of the site. The law requires 
that the redevelopment plan afford maxi- 
mum opportunity for private enterprise. 
An all public project may be acceptable 
if the area is most suitable for public 
housing and/or there is no market for 
private housing.42 


Even so, public housing is destined to 
play an important role in redevelopment. 
Four of the sites now being considered 
by the Philadelphia Housing Authority 
are in redevelopment areas. Limited pub- 
lic housing projects may be the stabil- 
izing factor in these areas. They may 
serve as anchors between commercial 
districts and residential districts which 
will make financing easier for private 
developers, since it is difficult to secure 
mortgages on residential projects adja- 
cent to commercial properties. Moreover, 
limited housing projects make it possible 
to integrate those living in the public 
project into the neighborhood. Large 
projects tend to be set off from the 


“Reports of Thirty-one Sessions, op. cit. 
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neighborhood and result in ghettoes of 
low-income families with the undesirable 
characteristics that the word ghetto im- 
plies. There is no doubt that redevelop- 
ment is of advantage to public housing 
in that it enables the Housing Authority 
to acquire slum land ‘at a fair price. 


Cooperative Activities 

It is apparent by now that redevelop- 
ment is a vast cooperative enterprise in- 
volving many public and private agencies. 
The Redevelopment Authority must be 
adept at securing the cooperation of these 
agencies in planning and in providing 
services. Relations with the City Plan- 
ning Commission have already been 
stressed. The Housing Authority, the 
Department of Public Works, the Zoning 
Board of Adjustment, the Department of 
Health and Welfare, the School Board, 
and City Council are all vitally concerned 
with the program. Zoning is particularly 
important for little progress can be made 
toward a better city, if, while the Re- 
development Authority is concentrating 
on one neighborhood, changes nearby sow 
the seeds of future blight. Some progress 
has already been made along this line 
by the passage in 1949 of an ordinance 
which prohibits the construction of resi- 
dences or buildings for other more re- 
stricted uses in areas zoned for industrial 
or other less restricted uses. This is not 
enough and the Redevelopment Authority 
has requested a complete revision of the 
zoning ordinance. 

Much improvement can be secured 
through a stricter enforcement of hous- 
ing and sanitation codes by the Bureau 
of Housing and Sanitation in order to 
prevent violations which currently occur. 
Overcrowding is an important factor in 
blight; and this could be prevented, as 
could the violation of minimum stand- 
ards of health and sanitation. It is 
well known that Philadelphia has been 
lax in the enforcement of these stand- 
ards. The Authority has called for a 
more effective system of prosecution of 
housing violations. These can be abetted 
by the establishment of a unified in- 
spection service, a system for licensing 
properties as fit for human habitation, 


and the placing of definite responsibility 
on occupants to maintain certain mini- 
mum standards.4#2 Council in 1949 appro- 
priated $100,000 to be used in making 
repairs where property owners failed to 
do so. The cost of such repairs will then 
be charged directly against the recalci- 
trant owners. The strict enforcement of 
other police regulations would also do 
much to prevent cortinued physical and 
social deterioration. 


CONCLUDING OBSERVATIONS 

In view of the fact that the Redevelop- 
ment Authority was established early in 
1946, progress may appear to be slow. 
Redevelopment, however, is new in the 
United States and many problems had to 
be solved, plans developed, and techniques 
evolved for translating plans into reality 
before the Authority could make much 
progress. Philadelphia is definitely on 
the way toward translating its dream of 
a better city in which to live and to work 
into reality. It is far ahead of most cities 
in its redevelopment program. It was the 
first city in the State to receive an alloca- 
tion under the State’s $15 million appro- 
priation act ‘for housing and redevelop- 
ment. It was one of the first to file 
preliminary plans with the Federal Gov- 
ernment and one of the first, if not the 
first, to receive final Federal approval of 
a project. Its negotiations with Federal 
officials in working out a financial pro- 
gram will serve as a pattern for other 
cities. Much remains to be done in bring- 
ing spiritual enlightenment to people liv- 
ing in blighted areas and in giving these 
people neighborhood dignity, improved 
morale, and knowledge of how to live 
more satisfactory lives. Blighted areas 
have been generations in the making and 
it will take many years to eliminate them. 
Although redevelopment is only one of 
several approaches to improving the en- 
vironment in which we live and work, of 
one thing we can be certain—unless we 
make the effort to eliminate blight it will 
gradually extend its corroding effect and 
will sap the economic and social strength 
of a great city. 


#Redevelopment Authority, Report, 1949, 
op. cit., p. 42. 








Multiple Employer Collective Bargaining 


in Philadelphia Department Stores 
by WALTER POWELL* 


A critical evaluation of collective bar- 
gaining in the Philadelphia Department 
Stores, this article examines the growth 
of retail unionism, the establishment of 
a Department Store Council, and the 
development of a Labor Standards Asso- 
ciation. The principal criticisms of col- 
lective bargaining in the retail field in- 
cluding time spent in negotiation, higher 
wage requirements, increased social 
benefit programs, strikes, unionization 
deteriorating employer-empiloyee rela- 
tionships and effects on marginal com- 
panies, and on prices has been exam- 
ined in terms of Philadelphia experience. 





T HE typical relationship found between 
employers and employees in industrial 
relations is that of a single bargaining 
unit; namely, one union, representing the 
employees of the company, bargains with 
the representatives of that company. In 
recent years, however, a new bargaining 
unit has come into being, one union rep- 
resenting the employees throughout an 
entire industry. To offset the potential 
power found in the larger bargaining 
units which result from this system, the 
employers of a particular industry may 
combine, through their trade associations, 
to counterbalance the effects of one dom- 
inant union in the industry. 


The bargaining units, whether initiated 
by the employers or employees, have been 
variously based on geographical areas, 
industry, or product and market areas. 
Under Section 9(b) of the National Labor 
Relations Act the power, but no formula, 
for designating the appropriate bargain- 
ing unit was given the National Labor 
Relations Board. For this reason, the 
problem of defining the appropriate bar- 
gaining unit is still difficult. It is further 
complicated when market or geographical 


*Walter Powell is a member of the Man- 
agement Faculty in the Temple Univer- 
sity School of Business and Public Ad- 
ministration. 


conditions are considered in addition to 
the industry or product area and when 
such terms as “industry-wide bargaining” 
and “regional bargaining” are all used 
synonymous}x to destribe this rciation- 
ship. 

The purpose of the present study is 
to show how the multiple employer- 
employee bargaining unit was developed 
in one area and one industry—the Phila- 
delphia department and departmentized 
specialty store. It will also develop some 
of the effects of this bargaining method 
on industrial relations within the Phila- 
delphia retail stores. The basis for the 
study was a group of ten stores, seven 
of which were department stores and the 
balance, large specialty shops. 

The unions in the department stores 
and specialty shops within this city have 
generally made their wage, hour, and 
other demands independent of drives tak- 
ing place in other cities. These have been 
based on their experience with the stores 
located in this city. 


The department and departmentized 
specialty stores have combined through 
the Labor Standards Association to nego- 
tiate all labor contracts with each of the 
unions represented in the stores. Through 
these multiple employer-employee nego- 
tiations, the resulting wages, hours, and 
other working conditions have been stand- 
ardized within the area. 


GROWTH OF RETAIL UNIONISM 


Many retailers throughout the United 
States failed to recognize the signs of 
rapid growth of unionization in the retail 
field. When the individual stores’ or 
stores’ managers were faced with pros- 
pects of unionization, their first reaction 
was to look for some method of prevent- 
ing it. The sudden realization that the 
problem of employer-employee relations 
could no longer be satisfactorily handled 
through year-end bonuses and time-hon- 
ored rewards in the forms of presents 


ee 
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to their employees came as quite a shock 
to retail management. Leading retailers 
in most areas throughout the country 
went to their trade associations for guid- 
ance. Although these agencies ‘ were 


ee vildive at the time, they have attempted 


through joint activities to solve the diffi- 
culties of their members.) Actually, how- 
ever, there was little unionization in re- 
tail trades before 1930 and the drive for 
it then was a direct result of the depres- 
sion and the development of an attitude 
of social and legal acceptance of unions 
for a broadening class of workers. 


In Philadelphia, several stores, which 
had been and which continue to be in 
intense competition with each other, de- 
cided to standardize their wages and 
their working conditions in order to 
counteract the demands of the unions. 
This was not necessarily done to prevent 
unionism but to equate the strength of 
the stores which were being victimized by 
demands of the union on the basis of 
separate or individual negotiation carried 
on with individual stores. 


The movement toward unification of 
labor policy by the stores began in 1936 
with full realization that such combina- 
tions would probably intensify organi- 
zation by the unions. However, they felt 
that their position would be enhanced, 
first by the presence of trained negotia- 
tors, and second, because a unified front 
would prevent playing one store against 
the other for additional benefits.2 


Retail Unionism in Philadelphia 


The stores considered in this study 
employ about 18,000 workers of which 
about 11,700 or 65 per cent are unionized. 
The balance, about 6,200, or 35 per cent, 
are unorganized. The number of unions 
represented in the several department 
stores varies, depending upon the degree 
of unionization which has taken place 
within any one particular store. The 
largest representation of any one union 
is that of the Retail Clerks International 


1p, J. Duncan and C. F. Phillips. Retail- 
ing Principles and Methods. Richard 
Irwin, Inc., Chicago, Ill., 1946, p. 811. 

2Samuel Robb. Stores. New York, New 
York, February, 1947, p. 46. 


TABLE I 
Percentage of Unionization in Selected 
Selling Occupations in the Philadelphia 
Department and Specialty Stores, 1950 








Percentage of 

Institutions Unionization! 
Department Store A 100.0 
Department Store B 100.0 
Department Store C 100.0 
Department Store D 109.0 
Department Store E 95.0 
Department Store F 10.0 
Department Store G 0.0 
Specialty Store A 100.0 
Specialty Store B 0.0 
Specialty Store C 0.0 


Total Number of Selling Cycle 
Employees, 8,800 39.6 





1Percentages of unionization rather than 
absolute figures of employment were used 
in order not to disclose the gross business 
of each store. Employment figures of a 
retail establishment bear a close correla- 
tion to gross business. 








Association whose 3,500 members are dis- 
tributed among the main department 
stores within the city and are directly 
connected with selling cycle activities.’ 


This clerks’ union has been active in 
the Philadelphia area since 1936. It has 
successfully unionized two of the largest 
department stores and is represented in 
many of the medium-sized stores. Table 
I indicates the percentage organized 
within seven department stores and three 
large specialty stores. Historically, the 
battle for organization occurred in Lit 
Brothers’ Department Store. It was 
understood by the Retail Clerks’ Inter- 
national Association that it would receive 
recognition in April, 1938. In the early 
part of that month, the warehousemen 
and deliverymen called a strike against 
all the major stores; the clerks, in an 
effort to gain recognition, joined forces 
with the warehousemen and delivery- 
men in their demands against the store. 
A separate settlement was made with 


%Selling cycle employees include sales 
personnel and those who assist in the 
making of a sale, such as wrappers, cash- 
iers, will-call personnel, and the general 
office employees but exclude those handling - 
deliveries. The latter usually belong to 
either the Teamster’s or the Warehouse- 
men’s Unions. There have been slight 
deviations from this policy but these were 
exceptions rather than the rule. 
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the latter group, however, and the clerks, 
not having attained recognition, were left 
stranded when the warehousemen and 
deliverymen returned to work. The sep- 
arate settlement by the warehousemen 
was and still is considered by the clerks 
as a breach of faith which thwarted the 
recognition of their union. The failure 
of the effort at cooperation has some- 
what dampened the enthusiasm of the 
Retail Clerks’ International Association 
for joint action and explains its present 
reluctance to join with other unions in 
cooperative ventures. Now that it has 
numerical supremacy among retail unions 
it justifies its policy of independent action 
by noting that it does not need coopera- 
tion while other unions need its strength. 

The most successful attempts at retail 
unionization, however, have taken place 
among the non-selling employees. While 
union membership among these is con- 
siderable, it is not uncommon to find that 
a total of five members constitutes 100 
per cent organization in a single store. 
For example, Store A employs five paint- 
ers, all of whom are organized. Thus, 
this store is 100 per cent organized so 
far as the painter’s union is concerned. 
Since there are some twenty-three unions 
represented in the ten retail stores there 
are many possibilities for different types 
and numbers of unions, Although the 
clerks compose the largest single group, 
the total of other employees is large. The 
difference is that the clerks may all join 
a single union while the others generally 
are members of their own small, craft 
unions. It must be emphasized, there- 
fore, that the number of unions within 
an establishment is not indicative of the 
number of workers unionized nor of the 
policy of the store toward union recog- 
nition. 

The largest number of unions is that 
group affiliated with the Building and 
Construction Trades; they include car- 
penters, electrical workers, elevator con- 
structors, operating engineers, floor cov- 
erers, painters, plasterers, plumbers, gas 
fitters, and fitters. However, some stores 
do not deal directly with these unions 
since contractors are hired to perform the 


work for them; others do deal directly 
with the unions involved. In virtually all 
cases, complete representation and recog- 
nition have been given where these 
unions members are actually at work 
within a store as direct employees of 
that establishment. 


The only CIO union in the stores is 
the Amalgamated Clothing Workers of 
America, found only in those stores 
where alterations are made on men’s 
clothing. Empioyees belonging to this 
union and to the AFL affiliate Interna- 
tional Ladies Garment Workers’ Union, 
which represents employees performing 
similar operations with respect to 
women’s clothing, are usually described 
as work room personnel, about 95 per 
cent of whom are organized. 

Where a department store maintains a 
restaurant or cafeteria, there are three 
unions which consider this activity within 
their jurisdiction. These three unions, 
the Cafeteria Workers, the Cook and 
Kitchen Workers, and the Waiters’ and 
Waitresses’ Unions all are affiliated with 
the Restaurant Workers Joint Council of 
Philadelphia. To date, these unions have 
been the least successful in organization, 
enly 60 per cent of such workers belong- 
ing to unions. (See Table II) 

The Building Service Employees Union 
includes the maids and porters who per- 
form essential cleaning work. This group 
is approximately 80 per cent unionized. 
The elevator operators and starters have 
their own union which is recognized by 
nine of the ten stores composing the 
group studied. Total membership con- 
stitutes approximately 90 per cent of 
all employees engaged in this activity. 

Two of the largest unions, the Team- 
ster’s Union and the Warehousemen’s 
Union, are affiliated within the same local 
Joint Board. The Teamster’s union is 
not represented in all stores since most 
of them use the United Parcel Service for 
all deliveries. The Warehousemen, how- 
ever, are an essential part of the opera- 
tion of any retail establishment and have 
the greatest extent of unionization, per- 
centage-wise, of any other group within 
the stores. 
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TABLE II 
Percentages of Unionization in Selected 
Non-Selling Occupations in the 
Philadelphia Department Stores, 1950 








Occupational Percentage of 

Classification Unionization 
Warehousemen and teamsters 100.0 
Building and construction 

trades 98.0 
Workrooms, ladies’ and men’s 

clothing 95.0 
Elevator operators and starters 90.0 
Building service employees 80.0 
Restaurant and cafeteria 

workers 60.0 


Total Number of Non-Selling 
Employees, 9,100 





Source: The classification listed has been 
taken from the unpublished Master’s 
Thesis prepared by I. Herman Stern, 
“Present Union-Management Relation- 
ship in the Philadelphia Central City 
Department Stores,” University of Penn- 
sylvania, 1942. The figures given and 
the percentages have been brought up 
to date by the writer. 








Inter-Union Cooperation 

The complexity of the union structure 
within the department stores has neces- 
sitated the formation of various lines of 
communication among the unions in order 
to clarify disputes within the stores. The 
Central Labor Union, in theory, is 
charged with the responsibilities of co- 
ordinating the activities of the various 
AFL local unions, and its work encom- 
passes a three fold purpose: (1) to act 
as a clearing house for all union infor- 
mation; (2) to settle jurisdictional dis- 
putes; and (8) to aid in the collective 
bargaining negotiations of its members. 

In practice, the Central Labor Union 
has not been able to effectuate these pur- 
poses. This is not a reflection on the 
personnel of the central body. Rather, it 
is the lack of personnel which forces it 
to spread itself over so wide an area, em- 
bracing many affiliated AFL unions while 
heavy demands are made upon it by civic 
groups desiring union cooperation and 
participation that impede its effective- 
ness. The latter, while desirable from a 
public relations point of view, must of 
necessity reduce the time which could 
be spent in fulfilling the union purposes 
noted. 


The Central Labor Union, in discharg- 
ing its responsibilities to the department 
store unions, has aided only to a limited 
degree in attaining the inter-cooperation 
of all department store unions. As a con- 
sequence, the unions within this industry 
have not been able to present a united 
front in their demands against manage- 
ment. Moreover, as will be shown later, 
there has been a decided tendency for 
certain patterns to be established which 
many unions must accept without bene- 
fit of the opportunity to present their 
case, 


Other coordinating agencies exist in 
the union field. These agencies are prim- 
arily allied craft organizations whose 
functions are to provide uniform stand- 
ards for their members. For example, 
the Restaurant Workers’ Joint Council 
of Philadelphia and the Retail Clerk’s 
International Association, each serve as 
coordinating organizations and provide 
for some uniformity in the relationships 
between the same type of unions, 


The Department Store Council 


The Central Labor Union’s over-all job 
of coordinating the activities of the de- 
partment store unions has not been en- 
tirely satisfactory. Numerous sugges- 
tions have been made from time to time 
by members of the various unions, by the 
coordinating councils, and by the Central 
Labor Union itself to bring the depart- 
ment store unions together. By far the 
most important suggestion made, but 
which, to date, has not been accepted, is 
the establishment of a Department Store 
Council. Plans for its formation orig- 
inated with the Central Labor Union in 
1938. The specific plan proposed was to 
create a council wherein each union deal- 
ing with the department stores would be 
represented. 


The specific functions of the council 
would include assistance in union organi- 
zation, the establishment of joint con- 
tractual negotiations with one or more 
unions and with one or more stores, or if 
successful, the formation of a master 
contract to be entered into by one store 
with all of the unions represented therein. 
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The various phases and possibilities of 
commutations and permutations with 
some twenty-three unions and some fif- 
teen department stores would be too 
numerous to mention. It was hoped that 
the successful operation of the Council 
would result in a greater degree of 
union responsibility, more efficient ways 
of adjusting disputes, and more aid in 
the organizational drives against those 
stores which have not been organized, 

All but two of the twenty-three depart- 
ment store unions were in favor of the 
proposal. The Warehousemen’s and the 
Teamster’s Unions refused to make any 
commitments until the plan was com- 
pleted and presented to them for full 
consideration. The passage of time since 
the idea was first presented to the unions 
has not revealed any specific action in- 
dicative of the creation of such a council 
in the near future. 


Attitudes with Respect to the 
Department Store Council 


Many reasons can be seen for the lack 
of enthusiasm on the part of several of 
the unions. First, the non-selling cycle 
employee representation in any one store 
is relatively insignificant. Second, in the 
case of clerks, the concentration of large 
numbers is found only where they have 
won recognition within a particular store. 
Moreover, the Retail Clerks’ Interna- 
tional Union has seemed reluctant to 
enter into joint negotiations with the 
other twenty-two unions. It is to be 
noted that one of the important consid- 
erations in joint negotiations is that each 
of the parties and all of the constituent 
members present understand what is to 
take place. Lack of knowledge of the 
activities of other unions and the basis 
for their demands, unless precluded by 
an educational program, the success of 
which in a short time is questionable, 
could foreclose the possibility of any gain 
whatsoever . 


Under joint negotiations union repre- 
sentatives face dual responsibilities: (1) 
satisfying the demands of their own 
unions; and (2) working in the interest 
of the council. As the elected represen- 


tative, the business agent is entrusted 
with the rights of his union in the collec- 
tive bargaining procedure. There is, of 
course, the possibility that the individual 
rights of a particular union will have to 
be modified in joint negotiations because 
of the necessary tendency toward major- 
ity rule when many parties are engaged 
in a collective bargaining procedure. Con- 
sider, for example, the pressures to which 
a business agent may be subjected by the 
council when his union is withholding its 
aproval to an agreement and is, thereby, 
preventing successful termination of the 
proceedings. Domination by either of the 
two conflicting interests can act only as 
a deterrent to the successful functioning 
of the council. 

The department stores, looking toward 
the development of mature industrial re- 
lations, hope to see the establishment of 
the council. Through the council they en- 
vision intelligent leadership and respon- 
sible labor unions which will obviate any 
work stoppages through inexcusable jur- 
isdictional strikes. Some stores, however, 
fear that the establishment of the coun- 
cil may lead to more organization drives. 
Negotiations with the council will em- 
barrass those stores which are partially 
organized and will serve as the opening 
wedge for the introduction of unions 
where they were previously non-existent. 

Although some unions desire better 
union cooperation, personal differences 
between business agents may prevent co- 
operation. Their lack of trust and faith 
in each other and the fears of dual 
unionism or dual allegiances have de- 
terred the formation of the council. Thus, 
immaturity of many of the labor organi- 
zations involved has prevented not only 
the formation of the council but also 
the further expansion of the particular 
activities of the single union and the or- 
ganization of the non-union stores in this 
area, 


THE LABOR STANDARDS 
ASSOCIATION 


Cooperation among large retail stores 
is not a recent innovation. Trade associ- 
ations have existed for many years both 
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on a national and a local basis in the de- 
partment store field. In the City of Phila- 
delphia, several organizations have been 
formed to bring about harmonious rela- 
tionships between the stores. The young- 
est department store trade association in 
Philadelphia is the Labor Standards 
Association founded in December, 1937. 


At the time of the first warehousemen’s 
strike in November, 1936, the Mayor of 
Philadelphia asked Dr. Jacob Billikopf, 
then head of the regional office of the 
National Labor Board, to act as chair- 
man of a fact-finding committee. The 
report of the fact-finding committee was 
acceptable to the department stores and 
to the union and the strikers returned to 
work. Subsequently (December, 1937) 
several of the department stores asked 
Doctor Billikopf to head an organization 
to handle labor relations. It was made 
quite clear then that the director of this 
organization was not to prevent union- 
ization of the stores nor to direct their 
personnel policies. His job was to coor- 
dinate the activities of the different stores 
and to bring about standardization of 
working conditions with particular ref- 
erence to wages and hours. The Labor 
Standards Association was thus officially 
inaugurated on January 1, 1938. 


Four of the large central city depart- 
ment stores which were instrumental in 
creating the Association were Gimbel 
Brothers, Lit Brothers, N. Snellenburg 
and Sons, and Strawbridge and Clothier. 
Since 1938 most of the other large de- 
partment and specialty stores have joined 
and the membership now includes Blum’s, 
Bonwit-Teller, Frank and Seder, Lane 
Bryant, Stern’s, and Wanamaker’s. In 
addition to the aforementioned depart- 
ment and specialty stores, many of the 
men’s clothing stores also have joined the 
Association. 


The Labor Standards Association is a 
cooperative organization owned and op- 
erated jointly by the member stores. 
There are no officers of the Association 
and their activities are carried on by a 
director who has his offices separate and 
apart from the stores. The director is 


informed of activities having a direct 
bearing on his work at joint informal 
meetings with the store managers. There 
are no formal meetings of the group as 
such. During the course of the year as 
different contracts mature, meetings are 
called by the director and all interested 
parties are invited to attend. It is sup- 
ported by assessments upon each of the 
member stores which are based on the 
number of regular employees with a 
stated minimum. The fees are appor- 
tioned according to an estimated budget 
set up by the stores with the assistance 
of the director. 


The Director 


The Association has been fortunate in 
having two outstanding labor relations 
experts as director through the years 
since its inception. Dr. Jacob Billikopf, 
the director first appointed, is well known 
for activities in this field, having served 
at one time as the impartial chairman 
of the Clothing Industry in this city and 
later as regional chairman of the Na- 
tional Labor Board. The second ap- 
pointee was Lewis M. Gill who served as 
an attorney with the National Labor Re- 
lations Board, then as Regional Chair- 
man of the Cleveland War Labor Board, 
and finally as a Public Member of the 
National War Labor Board. 


The work of the Labor Standards 
Association has broadened in scope con- 
siderably since its inception but the main 
function still is to establish labor stand- 
ards within the various stores in this 
area. It has required a gradual transi- 
tion to equate the differentials over a 
period of years so as to permit the ad- 
justment by management of the stores 
to new wage scales. 


Bulletins are issued from the Office of 
the Director keeping the member stores 
informed of pending contract negotia- 
tions, trends in retail unionism, and in- 
terpretations of legislation which affect 
labor relations in the retail store field. 
Several surveys have been made com- 
paring wage schedules and payments 
among the various stores in the city. 
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In the negotiations with the non-selling 
unions, the director, acting in behalf of 
the stores, negotiates separately with 
each. Several conferences with store of- 
ficials are held during the period of nego- 
tiations.4 At these, each offer is discussed 
and counter offers are proposed. General 
agreement among the managers is sought 
before the negotiations are begun and 
each of the stores must give complete ap- 
proval to any contract before the director 
is authorized to sign in its behalf. 


This requirement raises a question on 
procedure. The course of action to be 
followed when one store is adamant in 
rejecting a union offer to which all others 
have agreed has never been met, although 
there are often varying shades of opin- 
ions among the stores as to how far 
they should go in meeting the union’s 
demands. In the past a series of com- 
promises between the stores have been 
made with guidance and suggestion from 
the director. Thus, actually, he has per- 
formed two mediatory functions; first, 
the development of an agreement among 
the stores themselves, and second, the 
negotiation of a contract based on the 
stores’ joint offers and the union’s de- 
mands.5 The necessity for complete 
agreement among all of the stores before 
a contract is entered into by the Associa- 
tion, however, is one of the great poten- 
tial weaknesses of this type of organiza- 
tion. There are no sanctions which can 
be applied against a store unwilling to 
accept the terms. The retention of auto- 
nomy is responsible for the stores’ wil- 
lingness to cooperate with each other in 
bringing about standardization of work- 
ing conditions. 


Two distinct phases, although in time 
somewhat overlapping but nevertheless 
independent of each other, are apparent 


‘The store managers are thus relieved 
from attending each meeting with the 
union. The time saved is considerable 
when one notes that most preliminary col- 
lective bargaining negotiations as well as 
the contract sessions themselves, at times, 
are cumbersome and that this same time 
would have to be spent by che store repre- 
sentatives with each of the unions recog- 
nized by his store. 

‘The agreement among the stores must 
be unanimous at all stages. 


in the organizational history of the La- 
bor Standards Association. The first 
phase was the establishment of uniform 
conditions of work and pay for all the 
non-selling personnel in the stores. Wage 
differentials existing among the stores 
for non-selling employees have gradually 
disappeared so that, at the present time, 
standard wage contracts exist for this 
type of personnel. The second phase has 
been the gradual disappearance of the 
wage differentials existing among the 
stores for personnel engaged in selling 
activities through negotiations with the 
Retail Clerks’ International Association. 


THE BARGAINING UNIT 


There are several possible combina- 
tions of bargaining units which might be 
adopted in retail business. However, to 
facilitate comparison, four general cate- 
gories have been isolated. Although addi- 
tional categories may be established, 
they would merely represent differences 
in degree among these rather than differ- 
ences in substance. The four patterns 
are: (1) negotiations between a store 
and all unions represented in that store; 
(2) negotiations between one store and 
one union; (8) negotiations between a 
group of stores and one union; and (4) 
negotiations between a group of stores 
and all unions represented in those 
stores. 


Each type of negotiation offers certain 
advantages and disadvantages but it is 
not necessarily true that what might be 
an advantage for the union is always a 
disadvantage for the store. Conversely, 
what might be an advantage for the store 
is not necessarily a disadvantage for the 
union. Further, the difference in the de- 
gree of unionization will affect the atti- 
tude of the different stores in accepting 
one of the possible variations of negotia- 
tion possible. 


Negotiations Between One Store 
and All Unions 

A negotiation of this type is prac- 
ticable only in theory. The divergence 
of opinion between the unions is not con- 
ducive to this type of negotiation at the 
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present time. When the Department 
Store Council is able to function as a 
cohesive unit, such develupments may 
take place. The trend has been for the 
stores to take the initiative in dealing 
with the unions rather than the unions 
to deal with the stores. 


Negotiations Between One Store 
and One Union 

Prior to the formation of the Labor 
Standards Association, each store nego- 
tiated separately with each union. Each 
certified union negotiated for its mem- 
bers with the executive in charge of in- 
dustrial relations for the store. Under 
such circumstances, union demands would 
have a dual basis: (1) the economic posi- 
tion of the store, and (2) the bargaining 
strength of the union itself.® 

In single contracts where one union 
deals with one store, each of the parties 
to the negotiation is autonomous. The 
terms of the agreement are the results of 
their negotiations, and the contract is 
theoretically “tailor-made” for the par- 
ticular situation. The Retail Clerks’ In- 
ternational Association prefers this type 
of negotiation in that it limits the com- 
bined potential strength of all the stores 
being used against them. It permits the 
union to advance its full economic 
strength against a vulnerable store and 
in turn it uses this as a precedent in 
making demands upon every other store. 
This process of negotiating has often 
been referred to as “whipsawing,” singl- 
ing out specific employers to be used as 
guinea pigs in setting a wage pattern or 
some other condition of employment. 
Further justification by the union of this 
type of negotiation is based on the fact 
that, in joint negotiations, management 
carefully advances the position of its 
weakest member, so that the argument 
of “inability to pay’? becomes the criter- 
ion for the entire group. 


Negotiations Between a Group of 
Stores and One Union 
The group negotiations covering all 
stores which are unionized and one par- 
*The Retail Clerks’ International Asso- 


ciation adheres to this traditional type of 
negotiation in this area. 


ticular union is the prevailing arrange- 
ment today. This arrangement would 
fall within the concept of industry-wide 
or area wide bargaining. The terms of 
the agreement cover all workers of a 
particular type in all of the stores, modi- 
fied by whatever unusual conditions exist 
in any store. 


The unions have taken a rather realis- 
tic approach to this type of negotiation. 
Although certain differences may result 
in the short run, (such as employees of 
one of the prosperous stores not receiving 
as high an increase as they might have 
received in a single store negotiation), 
it is believed that standardization of 
wages and job security will be the de- 
sirable long run results. 


Management too, prefers the joint ne- 
gotiation which establishes standardized 
wage rates and hours throughout the 
retail field since one of the most impor- 
tant problems has been the competition 
between stores for employees. Most of 
the large department stores in the Phila- 
delphia area are concentrated in a very 
small section of the central city district 
and knowledge of working conditions in 
one store is clearly ascertainable by em- 
ployees of any other store. Where patent 
differentials exist, it adds to employees’ 
unrest and increased changeovers from 
one store to another. By taking wages 
out of competition, turnover has been 
greatly reduced. 


The time required for negotiations un- 
der this type of bargaining is consider- 
ably reduced for both parties. It is more 
noticeable with respect to the unions 
than with respect to the stores, in that 
the unions have one series of negotiations 
with seven, eight, or nine stores, rather 
than nine separate negotiations. 


7An example of such modification exists 
in the contract between the stores and 
the elevator operators. The master con- 
tract signed by all of the stores provided 
for a standard wage increase but modi- 
fications were introduced in the clause 
dealing with hours. The policy of five-day, 
40-hour week for its employees was ex- 
tended to the elevator operators by two 
stores. Insofar as other elevator operators 
were concerned, their hourly schedules 
were made to conform with the basic 
store-wide policy of their employers. 
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?egotiations Between All Stores 
and All Unions 

The fourth type of negotiation would 
be a master contract entered into by all 
of the unions and all of the stores, a pos- 
sibility thought of by many in the indus- 
try as the ultimate goal of mature labor 
relations. The final result would be one 
contract similar to the agreement be- 
tween industrial unions and their em- 
ployees. Complete unionization of every 
store would seem a necessary condition 
for the possibility of one master contract. 


An obstacle to this type of negotiation 
is the fact that several of the stores are 
only partially organized. At the present 
time these stores participate only in nego- 
tiations with those unions representing 
their employees. In a master negotiation 
where all 23 unions are present, there is 
the question of whether organizing pres- 
sure should be brought by the unions 
against those stores not presently fully 
organized. 


The arguments presented in the dis- 
cussion of the Department Store Council 
would also be applicable here. One of two 
conditions would have to prevail; either 
a committee representing all of the 
unions would participate in the negotia- 
tions, or representatives from each union 
would participate. In either event there 
would be a tendency for the larger unions 
to dominate the discussion, perhaps jus- 
tifiably so, in that they represent the 
greatest number of employees. The situa- 
tion might arise, however, where the 
smaller unions would have dispropor- 
tionate voice in the proceedings through 
an astute bargainer or small cliqu_s of 
similar unions such as the Building 
Trades. 


The multiplicity of bargaining agents 
representing each side might add confu- 
sion to the situation. The stores might 
have the advantage in that they have a 
trained negotiator who would confer with 
them at intervals between meetings with 
the union. One possibility which presents 
itself is a modified council. The modified 
council would comprise warehousemen, 
clerks, porters, maids, elevator operators, 


and restaurant workers. Such an organi- 
zation would eliminate unions whose 
basic wage is determined by conditions 
outside the retail stores. The groups in- 
cluded would generally follow each other 
in their wage negotiations with the 
stores while the groups excluded would 
base their wage demands on conditions 
which prevail throughout the building or 
garment industry. 

The next logical step developing in 
negotiations between the retail stores 
and the unions seems to be that of bring- 
ing the Retail Clerks’ International Asso- 
ciation into joint negotiations. When this 
is accomplished, it will probably give the 
unions as efficient a system as is possible. 
Whether or not the total fulfillment of a 
master contract is the end result of ma- 
ture industrial relations seems rather 
doubtful in view of the objections which 
have been listed herein. 


NEGOTIATIONS 


In other cities, wage patterns have 
been developed sometimes through joint 
agreements and sometimes through the 
force and effect of leadership by a union 
or by a particular store. For example, 
previous to 1947, when they were unable 
to reach a settlement with the union, 
Gimbel Brothers, New York, had been 
the pace-setter throughout the depart- 
ment store field in that city. Similar 
“follow the leader” patterns have been 
carried out in many other cities where 
the first negotiation, from a chronological 
point of view, between a union and one 
store usually established a precedent for 
future negotiations between other stores. 
One of the most potent forces which has 
led employers to form trade associations 
for collective bargaining has been the 
necessity to voice their store’s position 
rather than follow a previous negotiation. 
Through the multiple employer group, 
each store may seek expression which 
would otherwise be denied in a “follow 
the leader” pattern. Peculiarly, “follow 
the leader” patterns in retailing are con- 
fined to local labor markets. 


Retailing escapes the national competi- 
tive pattern of other markets since the 
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pricing of merchandise, except for price 
fixed items, is largely a local matter. 
The consuming public within a particular 
community rarely strays from its own 
shopping area. As a result, competition 
in one locality is intensified with respect 
to the consumers therein and only bears 
a general relationship to other localities. 
Similarly, wage negotiations in a retail 
trading area are influenced by stores 
within the area and comparable wage 
rates for similar trades within the area. 
Wage negotiations in the New York 
market are of some interest to the Phila- 
delphia merchants and the unions, even 
though a differential has always existed 
between the two cities.8 


When the Labor Standards Associa- 
tion was created, the director was in- 
structed to bring about an equalization 
of the wage rates in the different stores. 
In the two main stores which were union- 
ized by the Retail Clerks’ International 
Association, a considerable wage differ- 
ential existed. The wage scale of Lit 
Brothers was higher than that paid by 
Snellenburg. Some of the smaller stores 
had a wage scale similar to that of Lit’s; 
others had wage scales similar to that 
of Snellenburg. The large non-union 
stores had a wage scale which compared 
favorably with the highest rate paid. 
The main problem has been to equate the 
wages of Lit Brothers and Snellenburgs. 
The history of wage negotiations in the 
past few years shows a reduction of this 
differential, a change which was accom- 
plished substantially by granting higher 
wage increases to the employees of the 
Snellenburg store. 


Examination of wage increases indi- 
cates two distinct patterns, one for the 
stores which were paying high rates in 
the area and one for the stores paying 
low rates in the area. The pace of chang- 
ing these differentials has varied depend- 
ing on the degree of unionization and 
business conditions. The leveling process 
for the selling cycle employees has been 
accomplished over a three year period. 


81950 wage comparisons between the two 
cities show a growing differential in favor 
of the New York area. 


All of the wage rates for non-selling 
employees were standardized after a con- 
siderably longer period in 1944, 


Until 1948 the main consideration was 
to bring about a standardization of 
wages and working conditions. Having 
successfully accomplished the above goal 
in both the selling and non-selling activ- 
ities, a new phase of operations presented 
itself in negotiations. The two major 
unions, the warehousemen and the clerks 
enter negotiations at approximately the 
same time. Since these two unions are 
the most influential in setting wage pat- 
terns, the consummation of both agree- 
ments at the same time will give added 
weight to the efficiency of industry-wide 
bargaining. Generally the other unions 
follow the wage pattern set by these 
two major unions. 


There are some exceptions to the above 
generalization. For example, the ware- 
housemen follow other market patterns. 
Their negotiations influence and are in- 
fluenced by the settlement made with the 
clerks. However, the warehousemen also 
attempt to follow the pattern set by the 
employees in food store warehouses in 
this market area. The increases which 
the warehousemen have received have 
generally been slightly higher than those 
received by the clerks and less than those 
received by the employees of the food 
warehouses. 


Unions which are composed of skilled 
craftsmen have generally not followed 
the wage patterns established in the 
stores by the clerks and warehousemen. 
Here again the unions follow patterns 
established in their own industries out- 
side the stores. In other cities, crafts- 
men in department stores generally re- 
ceive rates somewhat lower than those 
in outside construction industry in recog- 
nition of the steadier year-round employ- 
ment afforded by the stores. In Philadel- 
phia, the carpenters, painters, etc. re- 
ceive the same wages as outside crafts- 
men but do not receive paid vacations 
or holidays as do other store employees. 
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Terms Other than Wages 

On issues other than wages the stores 
are in substantial agreement. Although, 
as previously mentioned, there are no 
formal policies promulgated by the Labor 
Standards Association, the terms of con- 
tracts have been standardized so that 
all of the stores have substantially the 
same clauses with respect to hours, vaca- 
tions and holidays. 


Efforts have been made to correlate 
the hours and terms of employment for 
all employees in each store. Porters, 
maids, elevator operators, restaurant 
workers, and the clerks generally work 
the same number of weekly hours. The 
workroom employees and the building 
trades employees work in conformance 
with the general working conditions 
which prevail throughout the Philadel- 
phia area for similar work. All employ- 
ees, regardless of union affiliation, are 
entitled to share in the usval store bene- 


fits such as employee discounts and 
health services. 


One major break in the pattern of uni- 
formity occurred in the fall of 1946 over 
the question of the five-day week. Most 
of the union contracts which have been 
negotiated in the Philadelphia area have 
called for a work week of 44 hours which 
were staggered over a period of six days. 
In August, 1946, two of the major de- 
partment stores changed their working 
hours for their employees thus deviating 
from the standard which had been estab- 
lished by the coordinating associations. 
These two, Strawbridge and Clothier and 
Gimbel Brothers, announced to the other 
department stores in the Philadelphia 
area that they were adopting a 40 hour, 
five-day week for their employees. The 
other department stores requested that 
these two stores refram from adopting 
the shorter week on the basis that a 
similar program would undoubtedly be 
demanded from them by the unions. It 
was also pointed out that a voluntary 
reduction in hours would be looked upon 
with suspicion by the unions as a meas- 
ure to defeat and deflate the importance 
of unions in securing better working con- 


ditions. Another consideration was the 
increased costs which would arise in hir- 
ing additional employees. This breach 
of unanimity among the stores has been 
the only serious break in their attempt 
to standardize working conditions. None- 
theless, Strawbridge & Clothier and Gim- 
bel’s adopted the new work week on 
September 1, 1946. While none of the 
other stores reduced its hours or the 
length of the work week at that time, 
thereafter, the warehousemen and subse- 
quently building service employees made 
similar bids and received a reduction in 
hours from 44 to 40. 


This brief history illustrates one of 
the problems confronting the Labor 
Standards Association. Recognition must 
be given the conflicting interests between 
stores which are not unionized and those 
which are. The former will endeavor to 
keep their stores free of unionization; 
the latter will seek to make important 
changes only through negotiations with 
the unions, not only to avoid undermin- 
ing the union’s prestige and thus hurting 
the relationship, but also to make the 
best bargain possible. If this conflict is 
carried to its logical conclusion, differ- 
ences may arise which will destroy the 
attempt at standardization of wages and 
working conditions which is the manifest 
intent of the Labor Standards Associa- 
tion. 


A CRITICAL EXAMINATION OF 
COLLECTIVE BARGAINING IN 

PHILADELPHIA DEPARTMENT 
STORES 


The experience of the Labor Standards 
Association over the past 11 years (1938- 
49) in the Philadelphia area demonstrates 
that multiple-employer bargaining units 
can be successful under certain condi- 
tions. The criticisms invoked against 
multiple-employer bargaining present 
problems of special significance not only 
to employers and employees but to so- 
ciety as well. Most criticisms levied 
against industry-wide bargaining are in 
reality criticisms of collective bargain- 
ing. The principal objections which have 
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been voiced against industry-wide bar- 
gaining have been summarized by E. H. 
Van Delden and these will be examined in 
respect to the experience of the Labor 
Standards Association.? 


Time Spent in Negotiations 

Some hold that, “The time spent in 
collective bargaining on a group basis 
will exceed the time spent by a company 
in their individual dealings with the 
union.”10 They envision each company 
being represented at the negotiations 
with the result that each offer made by 
the union would necessitate discussion 
among the representatives of the store 
and a decision as to the acceptance or 
rejection of that offer. This cumbersome 
method of arriving at a unified stand by 
the stores, however, has been circum- 
vented by separate meetings of the store 
managers with the director of the asso- 
ciation. By the use of such a procedure, 
the actual time that the store managers 
have had to spend in individual negotia- 
tions has been minimized. The public 
presumably benefits from such a saving 
of time, since the store executives should 
have greater opportunity to improve 
their merchandising policies and services. 


Higher Wage Rates 


“In industry-wide bargaining the ten- 
dency is to drive wages to the point 
equal to the wage scale paid by the high- 
est company.”!1 Since unions will seek 
those provisions which will best suit their 
purposes, they will try to have incorpo- 
rated in a master contract those features 
which will equalize rates of pay for sim- 
ilar work, 


Prior to the establishment of group 
negotiations in the Philadelphia stores, 
a wage differential existed among retail 
stores. With the inception of group nego- 
tiations, companies paying low wages 
were required to give proportionately 
higher wages than those stores with a 
high wage. The final result of this short 


°E. H. Van Delden. “Trends in Union 
Demands.” Personnel Series No. 95, Ameri- 
can Management Association, New York, 
1945, pp. 14-24, 

bid., p. 19. 

1Ibid., p. 19. 


run policy has been to establish a stand- 
ard wage rate throughout the department 
and specialty stores in the Philadelphia 
area. The average wage is now higher 
than prior to the adoption of this policy. 


If union tactics called for wage in- 
creases based on the most profitable en- 
terprise within the group, the stores 
might cite in defense of their position 
the profit and loss statement of the weak- 
est member of the group. Naturally there 
are variances between the most profit- 
able and the least profitable store. Even 
the weakest members in the group, how- 
ever, have been willing to compromise 
their differences and an average has 
been attained between the two positions. 
Certain possibilities become apparent. 
The more profitable stores will offer large 
increases just to bring about a reason- 
able compromise. On the other hand, the 
weaker members will offer nothing, hold- 
ing back so that a compromise can be 
attained. Unless some policies are adopted 
by the association, the disagreements 
may greatly change its effectiveness as 
a bargaining unit. 


Under certain circumstances, it is con- 
ceivable that the unions might receive 
higher wages under individual negotia- 
tions. The tendency in the long run might 
bring about wage increases which would 
fall short of the average increase granted 
by each store. Thus, the price paid by 
the union for industry-wide bargaining 
is the pressure towards lower wage in- 
creases. The stores will benefit in the 
short run, in establishing standard wage 
rates, and in the long run will be able 
to exert cooperative pressures for lower 
wage increases. 


These considerations provide the basis 
for higher wages in the short run at a 
time when retail stores must compete in 
local market areas for personnel. Retail 
wages have generally lagged behind the 
wages paid in other industries, and as a 
result, labor turnover has been consider- 
able. The costs of labor turnover consti- 
tutes a large proportion of the stores’ 
total labor costs. The stabilization of 
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wages in the stores and the union pres- 
sures to equalize rates of pay for similar 
work regardless of industry has reduced 
the rate of labor turnover. 


The existence of many unions in a 
single area dealing with the same em- 
ployers creates a watchful attitude with 
regard to wages regardless of any formal 
organization on the part of the employers. 
This is particularly true when a powerful 
union enters into a contractual agree- 
ment granting a wage increase to its 
members, The store granting the increase 
will find it difficult to resist similar de- 
mands from its other employees. While 
differentials among employees exist, the 
general trend both before and after 
multi-employer bargaining has been to 
equate wage increases throughout the 
entire store regardless of the unioniza- 
tion of the other employees. 


Social Benefit Programs 


Today, throughout the labor move- 
ment, unions are seeking welfare benefits 
which will improve the employees’ eco- 
nomic standing and lessen the fear of 
economic insecurity. These welfare bene- 
fits include group insurance, pension 
plans, profit-sharing, guaranteed annual 
wages, and thrift associations. Up to the 
present, the interest in these welfare 
benefits has not been shifted from indi- 
vidual store policy to industry-wide bar- 
gaining. 


Undoubtedly, many of these plans 
could be operated successfully in the 
retail stores but the reluctance in accept- 
ing them is due in part to the nature of 
the industry-wide arrangement. The flex- 
ibility of operation within any one store 
would allow management to experiment 
with social benefits while group accept- 
ance would not permit much experimen- 
tation. The unions too are precluded from 
insisting on the incorporation of benefit 
provisions in their master contract since 
no one union has sufficient representation 
within any one store. The present con- 
tracts between the unions and the stores 
are silent with respect to social benefit 
programs. 


Increased Strikes 

Another basic question asked is, “Will 
industrial unrest be more prevalent in 
an industry-wide relationship?”!2 Expe- 
rience within this area does not support 
such contention. Only one strike has been 
called in the 11 yeaz history of the Labor 
Standards Association. During the period 
the stores have enjoyed a degree of rela- 
tive prosperity and union demands, with- 
in reason, have been met. An important 
factor is the attitude which prevails 
among the unions in this area. The unions 
long have taken pride in their no-strike 
record; this conciliatory app.vach along 
with a similar attitude on the part of 
the stores, has undoubtedly been a major 
factor in building this record of peaceful 
labor relations. The unions are more 
reluctant to strike a group of stores than 
to strike against one store and the force 
of public opinion against both manage- 
ment and the unions acts as a further 
deterrent to an area-wide strike. 


Increased Unionization 


Some also think that the early stages 
of industry-wide bargaining would pro- 
vide a “field day” for the unions.13 Two 
of the leading stores in Philadelphia 
which are still unorganized by the Retail 
Clerks’ International Association were 
original members of the association and 
have participated in all its activities 
since its inception. These two stores are 
as vulnerable or invulnerable today to 
the possibilities of union organization as 
they were in 1938 and their membership 
and participation in other industry-wide 
collective bargaining agreements has not 
changed their position. It might be 
argued that perhaps union organization 
has been thwarted by industry-wide bar- 
gaining. The exchange of information 
among all the stores has given each store 
an idea of the standards to be maintained. 
It has long been the policy of non-union- 
ized companies to maintain adequate 
working conditions which in themselves 
will act as a deterrent to the possibilities 
of an organizing drive against that com- 


131bid., p. 19. 
WIbid., p. 15. 
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pany. There has, in fact, been compara- 
tively little increase in unionization 
among the stores since the association 
was formed. 


Employer-Employee Relationship 


According to Mr. Van Delden, when 
industry-wide bargaining negotiations 
are held, it is probable that only the top 
men in the labor unions will participate 
in the negotiations (the lesser executives 
and business agents will be enforcement 
agents rather than negotiators) and the 
result will be a general loss of good will 
between employer and employees where 
uniform conditions prevail in the in- 
dustry.14 


The noticeable lack of grievances 
brought to arbitration during the exist- 
ence of the Labor Standards Association 
is an acknowledgment of the abilities of 
both store representatives and union 
officials in handling these matters within 
the store itself. If the terms of the 
agreement made by the higher union 
officials were so distasteful to their work- 
ing agents, this would be reflected in 
the grievance procedure. 


Effect on Marginal Companies 


The profit position of individual stores 
will have a definite bearing on joint 
negotiations. Although the department 
stores have had an excellent profit record 
in the past few years, some have not 
fared as well as others, As the full force 
of competition and buyer’s resistance 
grows, the stores that were unable to 
make a profit at the height of the war 
and during the post-war era will be in a 
precarious position, The issue of ability- 
to-pay presents one of the unique prob- 
lems of industry-wide collective bargain- 
ing. Analogies have been drawn compar- 
ing the position of the non-profitable 
store to the slowest ship in a convoy. 
The director of the convoy must either 
direct all ships to proceed at the speed 
of the slowest ship or desert the slowest 
ship. The question is will the weakest 
unit be sacrificed for the group negotia- 
tions? There will probably be a certain 


“Ibid., p. 15. 


amount of adjustment made by all par- 
ties which might prolong the life of the 
weaker member for a sufficient time to 
permit it to regain its position in the 
industry. Furthermore, the unions might 
conceivably grant special concessions to 
one store so that the store could stay in 
business. Such a situation may well arise 
if there is appreciable decline in depart- 
ment store sales, but as yet, the associa- 
tion has made no attempt to formulate 
any policies along these lines. 


Effect on Prices 

The majority of the arguments against 
industry-wide bargaining seem to be 
based more on emotion than fact. The 
question may rightfully be asked: Is the 
community paying for this industrial 
harmony in the form of higher prices? 
The larger department and specialty 
stores base their sales’ appeal on numer- 
ous selling factors, one of which is price 
appeal, not only as a competitive factor 
against stores not within the association 
but against their fellow members as well. 
Where a combination of stores acting 
in concert agree to a standard wage rate 
to be applied throughout an industry, 
one may well ask is it not the tendency 
to raise the price level of commodities 
which these stores vend. This would be 
the normal result of monopolistic com- 
petition where the sellers acting under a 
multiple-employer agreement would foist 
higher prices on society as a whole, The 
intensity of competition in the Philadel- 
phia area seems to make any such result 
extremely remote. Department and spe- 
cialty stores in this area as well as in 
other areas face competition not only 
from each other but also from other 
types of retail stores. The nature of re- 
tailing with its strong competitive factors 
has precluded the possibilities of shifting 
the cost of sound industrial relations to 
the community by increased prices. Man- 
agement has had to assume these in- 
creases and its reward has been an 
uninterrupted flow of work for the past 
11 years. 
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FUTURE OF MULTIPLE-EMPLOYER 
BARGAINING 


The Labor Standards Association has 
been able to operate without specific 
policies during the past 11 years but a 
continuation of this method of operation 
in different economic situations does not 
seem possible. The carefully balanced 
compromises which have been brought to 
fruition by the stores are apt to disap- 
pear when competitive forces are inten- 
sified and each store is seeking every 
possible advantage. 


The use of the association as a clear- 
ing house for all of the retail stores has 
enabled each store to concentrate its 
attention on better working relations 
with its employees. The time saved in 
negotiations through joint meetings has 
facilitated the work of the stores and 
the union officials. The device of using 
a director might be compared with a 
sounding board—the echoes and over- 


tones are removed and the parties are 
able to negotiate with the surrounding 
atmosphere of bias mitigated. 


It should be noted that the concept 
of multiple-employer bargaining as now 
practiced in this area has not reached 
the stage of full maturity. Further at- 
tention must be drawn to the fact that 
this 11 year period has been a prosperous 
one for retail stores. Almost any reason- 
able concession would have been granted 
by the stores to maintain sound indus- 
trial relations so that the normal opera- 
tion of the stores could continue uninter- 
ruptedly. The unknown course of events 
as a result of a recession might conceiv- 
ably alter the bargaining relationship as 
it now exists and an evaluation of the 
success or failure of this type of bargain- 
ing may well be postponed until that 
time, for only then can the true value of 
precedents and understanding between 
the parties become apparent. 
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A Measurement of General Business 
Conditions in the City of Philadelphia 


by ROBERT T. KLINE* 


This article presents a new composite 
index of business activity for the Phila- 
delphia city and county area. It is of 
possible use to business, government, 
and others in combination with the pres- 
ent national index series available both 
in analyzing trends and forecasting busi- 
ness activities. 





Iv is the purpose of this article to ex- 
plore the possibilities for constructing 
an index of general business conditions 
for the city of Philadelphia. It is rec- 
ognized that any index purporting to 
measure general business fluctuations 
can possess, at best, only limited reli- 
ability. On the other hand, this type of 
index for a great industrial and commer- 
cial region such as Philadelphia, if used 
with proper appreciation of its limita- 
tions, would serve a useful purpose. A 
tangible measure of the fluctuations in 
general business activity greatly simpli- 
fies the problem of determining the ex- 
tent of the influences of general business 
conditions on any specific business or 
industry. 


Recognition that there are fundamen- 
tal differences between the factors which 
determine the fluctuations in business in 
the City of Philadelphia and those which 
determine the movement in the nation, 
as a whole, and in other parts of the 
State of Pennsylvania, was the basic 
reason for the construction of the Phila- 
delphia business index curve. Special 
care has been taken by the writer, in the 
formulation of the business curve, to in- 
clude statistical data applicable to Phila- 
delphia only. Thus, the resulting index is 
purely on a Philadelphia basis. 


*Robert T. Kline is the Assistant Accounts 
Supervisor of the Pennsylvania Bell Tele- 
phone Company. He received his M.B.A. 
from the Temple University School of 
Business and Public Administration in 
June, 1950. This article is a resume of his 
thesis, of the same title, written under 
the direction of Professor Irwin S. Hoffer 
and Mr. Kenneth Middleton of the Statis- 
tics Department. 


General business conditions are meas- 
ured herein by using a weighted com- 
posite of statistically analyzed series of 
data which, in terms of index numbers, 
are considered representative indicators 
of various fields of business activity with 
the average month of 1947 equaling 100 
per cent. While there are many indicat- 
ors, after testing the group, the follow- 
ing seven components were judged to be 
the most representative for this geo- 
graphic area. They are: commercial 
power and light sales in terms of thou- 
sands of kilowatt hours; employee hours 
in manufacturing industries; the num- 
ber of wage earners in manufacturing 
industries; originating freight car load- 
ings; department store sales; the amount 
of bank debits to individual accounts; 
and total construction in square feet of 
floor space for new building projects. 
Each series, where applicable, is ad- 
justed for calendar fluctuations and for 
seasonal variation; the monetary series 
are adjusted for the changes in price 
level. In the department store sales series 
a special adjustment for the shift in the 
date of Easter is made. The composite 
index (see Table I) gives a measurement 
of general business activity in Philadel- 
phia relative to the average month of 
the year 1947. 


There are many ways in which the 
index may be put to use. A statistical 
approach, i.e., the use of an index num- 
ber, serves as a useful adjunct in the 
analysis of current business problems. 
A business index may be useful in the 
study of a company’s present operations 
and in the forecasting of its future op- 
erational prospects. Consideration of 
business conditions play an important 
part in labor-management negotiations. 
No matter what type of labor contract 
is being negotiated, conditions of busi- 
ness at the particular time and judgments 
as to future conditions are both impor- 
tant factors. In addition, measures of 
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business conditions in the field of mar- 
keting are helpful in forecasting future 
demands and sales. 


Generally, indexes comparing physical 
changes over a period of time or business 
activity from year to year are useful in 
the analysis of time series of many des- 
criptions. They are especially useful in 
the historical study of secular trends, 
seasonal patterns, and business cycles. 
They are useful to students of business 
and are indispensable for persons who 
wish to keep abreast of current business 
conditions. Consequently, it is hoped that 
the development of this new series may 
be of real value to local enterprise. 


THE COMPOSITION AND 
COMPUTATION OF THE CITY OF 
PHILADELPHIA BUSINESS INDEX 


Of great importance in the construc- 
tion of any general business index is the 
limitation of the field to the broader 
classification of business indicators. It 
is necessary to apply the sampling tech- 
nique in selecting significant data repre- 
sentative of the whole. Consideration 
was given to some general standards of 
suitability of series selected for inclusion 
in a regional index. Each series must 
reflect some type of economic activity, 
conditions or factors of real significance 
in relation to other series available. Sec- 
ond, the data must be readily available 
in a monthly form. Third, the data must 
represent strictly regional activity or 
conditions and must not be unduly in- 
fluenced by conditions prevailing in a 
somewhat larger territory. Fourth, the 
statistical validity of the series must be 
evaluated to determine its usefulness. 

On the basis of these considerations, 
seven indicators of selected sectors of 
economic activity for the City of Phila- 
delphia were chosen to serve as a basis 
for a composite index. These were then 
combined to produce the index shown. 
(See Table I) 


Industrial Electric Power Sales 
The industrial consumption of electric 
power has become a fairly significant fac- 


TABLE I 
Index of General Business Conditions 
City of Philadelphia 








1947 — 100 

Year Index Number 
1939 73 
1940 17 
1941 96 
1942 99 
1943 106 
1944 106 
1945 98 
1946 100 
1947 100 
1948 103 
1949 97 
1950 Month 

January 100 

February 103 

March 103 

April 105 

May 105 








tor in production. Like iron and steel, 
electric power is a commodity used by 
industry in general. The wide coverage 
of this series, especially its automatic 
coverage of new industries, makes it a 
useful measure of business activity and 
volume of trade. However, in making 
long term studies with this index as a 
basis, it must be recognized that there is 
danger of the series shifting abruptly as 
a result of major shifts in types of power 
utilization. The ever increasing mechan- 
ization of industry in the United States 
leads to an upward bias in the ratio of 
electric power used to industrial produc- 
tion in the long-run. 


The source of the commercial power 
sales figures used in this Philadelphia 
Index is the Philadelphia Electric Com- 
pany. The figures represent total ‘com- 
mercial power and light sales in kilo- 
watt hours by months in Philadelphia 
and exclude sales to municipal pumping 
stations. The actual monthly data have 
been converted to a daily average in 
order to take care of calendar fluctua- 

1In general the over-all production of 
electric energy may be taken as a good 
index of the way the nation’s economy is 
functioning. Many power officials regard 
the statistics of the Edison Electric Insti- 
tute as the quickest clue to economic 
change. Hertert Bratter. Public Utilities 


Fortnightly. “Public Utility Statistics as 
Business Signs.” February 8, 1949, p. 142. 
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tions and are adjusted for seasonal varia- 
tion. The means of adjustment used for 
seasonal variation is the ratio-to-monthly 
average method. 


Indexes of Employment and 
Employee-Hours 

The indexes of factory wage earners 
and of employee hours in manufacturing 
firms may be considered together since 
they are similar in nature. Together they 
give an indication of industrial produc- 
tion and buying power in general. These 
indexes should tend to coincide both in 
direction and in amplitude of change; 
and they would coincide but for varia- 
tions in the average output per worker. 
The index of wage earners represents 
people working in manufacturing con- 
cerns while the index of employee hours 
measures increases and decreases in the 
number of hours worked. As used in this 
study, the index of employee hours is 
computed by dividing total payroll in- 
dexes by indexes of average hourly earn- 
ings. Both indexes have been converted 
to a 1947 equals 100 base. 


One must note that an increase in out- 
put during a period of prosperity may 
arise from an increase in average work- 
ing time as well as from an increase in 
the numbers employed; and a similar 
decrease in output during a depression 
period may arise from a decrease in av- 
erage time worked as well as from a Ge- 
crease in the number employed. Output 
may, therefore, rise and fall more than 
employment. On the contrary, however, 
the efficiency of employees tends to be 
lower during periods of prosperity and 
higher during periods of depression. 
From this point of view, output increases 
and decreases less than the volume of 
employment. Thus, an employment index 
is a better measure of output than it may 
at first appear to be on the surface. 


The indexes of factory payrolls, wage- 
earners for Philadelphia County, and the 
figures of average hourly earnings were 
obtained from the Department of Re- 
search and Statistics of the Federal Re- 
serve Bank of Philadelphia. Both series 
were corrected for seasonal variation. 


Freight Car Loadings 


The term freight car loadings means 
the movement of originating freight cars 
loaded in the City of Philadelphia. This 
volume of business done by the railroads 
has always been viewed as a most useful 
guide to general business activity, both 
because of the availability of current 
data and because of the tendency of 
statistics of freight movements to reflect 
the expansion and contraction of many 
kinds of businesses. They are not based 
on any monetary value and thus are 
purely indicative of the volume of freight 
movements, 


Before the growth of other forms of 
transportation, especially trucking, these 
data were a more faithful measure of 
business activity than they are today 
when they over-emphasize heavy as com- 
pared with light traffic. This is becom- 
ing more and more true as trucks and 
airplanes are gaining in the light hauling 
fields of transportation. There is evi- 
dence, too, that the percentage of the 
total goods carried on railroads rises in 
prosperity and declines in depression.? 
Nevertheless, freight carloadings is con- 
sidered a basic economic indicator. 


For the purpose of the Philadelphia 
index, monthly figures of the number of 
originating freight car loadings were ob- 
tained through the courtesy of the Statis- 
tical Department of the Bell Telephone 
Company of Pennsylvania. These figures 
represent freight carloadings of the two 
leading railroads operating in the city. 


The combined series was reduced to a 
daily average basis, adjusted for sea- 
sonal variation, and expressed in terms 
of index numbers with the average month 
for 1947 as 100. 


Department Store Sales 


The index of department store sales 
is an important indicator of the flow of 
goods to the consumer. This series is 
also a measure of disposable income and 
consumer spending. High consumer 


2E. C. Bratt. Business Cycles and Fore- 
easting. Richard D. Irwin, Inc., Chicago, 
Illinois, 1948, p. 364. 
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spending depletes inventories and thus 
stimulates a demand for more manufac- 
tured goods. With more manufacturing 
in process, more wages are paid, thus 
creating more purchasing power. Any 
stimulation in retail sales thus stimulates 
the whole economy. Therefore, an index 
of retail department store sales, which 
measures the dollar volume of such sales, 
is usually considered an important indi- 
cator of general business activity. 


According to the 1939 Census, retail 
department store sales represented a 
little over 1/5 of the total retail sales in 
the City of Philadelphia.? Fro1a a statis- 
tical standpoint, the department store 
sales index is the only easily available 
monthly data representing retail trade 
in general, 


The source of the department store 
sales data used in the Philadelphia index 
is the Department of Research and 
Statistics of the Federal Reserve Bank 
of Philadelphia. Because of the strict 
confidential nature of the data, an index 
of the data only, not dollar volume of 
the sales, is available. The index is based 
on a 1935-39 daily average as 100 and is 
adjusted for seasonal variation with a 
special adjustment for the shifting date 
of Easter.4 Since this series represents 
dollar values it was adjusted for price 
changes by dividing the seasonally ad- 
justed index by a weighted consumers’ 
price index of clothing and house furnish- 
ings for Philadelphia. The latter was 
obtained from the data used by the 
United States Bureau of Labor Statistics 
in developing the consumer price index 
for Philadelphia. 


Bank Debits 


The bank debits index represents total 
withdrawals from individual checking 
and savings accounts for the City of 


8Sixteenth Census of the United States, 
1940. Census of Business. United States 
Department of Commerce, Bureau of the 
Census, Vol. I, Retail Trade, Part 3, p. 187. 


‘For a description of special adjustment 
for the shifting date of Easter, see Board 
of Governors of the Federal Reserve 
System, Reprint from Federal Reserve 
Bulletin, June, 1944, “Revised Index of 
Department Store Sales,” pp. 6-7. 


Philadelphia, excluding inter-bank de- 
posits held by other banks of the city. 
Bank debits serve to reflect business as 
a whole since it passes through the ma- 
chinery of paying by checks and should 
reflect, with reasonable accuracy, the 
direction and amplitude of general 
change. It is estimated that 90 per cent 
of total payments are made by bank 
checks. 


It must be noted, however, that the 
amount of debits rises and falls with the 
general price level. This series must, 
therefore, be adjusted for price change if 
it is to reflect any true increase and 
decrease of business activity. Another 
limitation of the use of bank debits as 
a business condition indicator is that 
some industries of a community may 
have their home offices in other parts of 
the country and consequently carry on 
their financial transactions in some other 
area. This limits the ability of bank debits 
to indicate business activity in the par- 
ticular community while overstating such 
activity in the community of the home 
office. 


The source of the dollar value of bank 
debits for the City of Philadelphia Index 
was the Department of Research and 
Statistics of the Federal Reserve Bank 
of Philadelphia. The actual debits were 
reduced to a daily average basis and cor- 
rected for seasonal variation. The data 
were corrected for price change by divid- 
ing the seasonally adjusted daily average 
of bank debits by the United States Bu- 
reau of Labor Statistics Wholesale Price 
Index. 


Total Construction 


The purpose of the total construction 
series is to reflect the effect of building 
operations upon the general economic 
activity of the community. The economic 
effects of contracts awarded for building 
operations are felt almost entirely in sub- 
sequent months because it takes time to 
get construction under way. When build- 
ing activity is high in a particular com- 
munity, general business activity is 
greatly stimulated. Employment hours 
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are raised, purchasing power is stimul- 
lated, sales of building supplies and 
materials are increased, and future mar- 
kets for retail goods and utilities are 
opened. The source of the material for 
total construction for Philadelphia is the 
Dodge Statistical Research Service. The 
statistics represent total contracts 
awarded, or the starting of work ex- 
pressed in thousands of square feet of 
floor space. After this series was reduced 
to a daily average basis and adjusted for 
seasonal variation, a six-months moving 
average, centered on the sixth month, 
was applied inasmuch as actual construc- 
tion work during any given month is de- 
pendent upon contracts let during the 
month itself. This moving average tends 
to smooth out the violent fluctuations 
that are noticeable in construction data. 


Selection of a Base Period 


The base period for the City of Phila- 
delphia Index of General Business Con- 
ditions is the average month for the year 
1947. The use of the more recent year 
of 1947 as a bench-mark was a decided 
break from the commonly used pre-war, 
1935-39, base period. It is obvious to 
those working with index numbers that 
the adoption of a new, more current base 
period is eminently necessary. In the pre- 
war 1935-39 period, which is mor~ than 
a decade in the past, price levels and 
business activity were not representative 
of current economic levels. Current busi- 
ness, current government policies, and 
current economics in general are quite 
different from those in the middle 1930’s 
and hence it seems improper to maintain 
the latter period as a point of reference. 
In many series, levels of activity are 
at 300, 400, or 500 per cent of pre-war 
values. The year 1947 was, therefore, 
selected as a base period because it 
reflects the current pattern of economic 
activity and serves as a post-war refer- 
ence point. Moreover, such a base period 
has already been adopted by the Council 
of Economic Advisors and the Depart- 
ment of Labor of the United States Gov- 
ernment for some purposes. 


Weighting of Individual Series 

The constant weights given to each 
series for use in the composite general 
business index cannot be determined 
purely on the basis of census or other 
statistical “background data,” important 
as these are, Each assigned weight may 
be considered to contain three elements. 
One is that derived from an estimate of 
the relative importance of the economic 
activity (presented as a series) as a 
causative factor in the fluctuations of 
genera! business activity within the ter- 
ritory. The second is the importance of 
the activity or factor concerned and the 
economic validity of the series used as 
representative or reflective of the fluctua- 
tions in conditions at large within the 
territory. The third element is the statis- 
tical validity or statistical sensitivity of 
the series. 

There is no formula for weighting 
various general business indicators to 
form a composite index as there might 
be in the computations of a price index 
or a production index. In the present 
index each series is weighted in direct 
proportion to its estimated economic im- 
portance. These effective weights have 
been adjusted by the average annual 
range of each series in order to preserve 
the effectiveness of the desired weights. 
The economic importance of each series 
is determined by its representativeness 
of general business conditions, the 
amount of employment and buying power 
it represents, the value of its product, 
and other similar factors. (See Table II) 

In the case of electric power sales, the 
weight assigned should ordinarily be far 
in excess of the size of that enterprise 
relative to others. There is a relatively 
small number of employees in the power 
industry compared with the total work- 
ing force of the area served. The major 
part of the weight was attributable to 
the fact that whatever may be true of 
long term trend and cyclical fluctuations 
of this series, it represents pretty faith- 
fully the fluctuations in trade and pro- 
duction on the whole. Therefore, an ar- 
bitrary weight of 20 per cent was as- 
signed. 








38 MEASUREMENT OF BUSINESS CONDITIONS IN PHILADELPHIA 





TABLE II 


Computation of Weights for the Index of Philadelphia Business Conditions 








Effective Average Annual Adjusted 

Series Weight Range ab Weight 
(a) (b) (c) (d) 
BRBCUPIC TIOWEL . os 5 cc iccc cscs 20 12 1.67 28 
SOINDLOVOO BOUES. 6 oo s 050550 20s 15 15 1.00 17 
TUOMOVOATROTS  acisiei ics s sic 15 11 1.36 23 
Freight car loadings ........ 8 24 0.33 6 
Department store sales ...... 10 20 0.50 9 
J eee 20 27 0.74 13 
RSOMIPOUUCOIOT 6 o5s0.550.c-ecere eels ese a2 52 0.23 4 
100 5.83 100 








The wage earner and employee hours 
combined at 30 per cent outweigh other 
individual series in importance. Together 
in 1947 they represented well over 300,000 
employees, over $900 million in wages 
paid and nearly $4 billion in product 
value. 

Although freight car loadings repre- 
sent the expansion and contraction of 
many types of industries, this series was 
assigned the least weight. This was be- 
cause: (1) the series tends to over-em- 
phasize heavy as compared with light 
traffic; and (2) railroad transportation 
is a changing and declining proportion of 
total transportation. The effective weight 
assigned was 8 per cent. 

The department store sales series was 
weighted at 10 per cent and is assumed 





to be indicative and representative of all 
retail trade. In general, department store 
sales reflect, with a moderate lag, gen- 
eral economic conditions of the area. 


The bank debit series, weighted at 20 
per cent, is one of the most important 
single business indicators. It is estimated 
that 90 per cent of business payments 
are made by oank check. Thus, this series 
represents activity in trade. 


The total construction series was as- 
signed a weight amounting to 12 per cent 
of the total. This series is of economic 
importance because it reflects employ- 
ment of construction workers, activity 
in the building materials industry, ex- 
pansion of production, and stimulation of 
greater retail activity in residential 
areas, 





bel teed eed eed ee OO CD 














MEASUREMENT OF BUSINESS CONDITIONS IN PHILADELPHIA 39 
TABLE III 
Computation of Index Numbers for May, 1950 
Weighted 
Adjusted Index Number Index 
Series Weight 1947 = 100 bxe 
(a) (b) (c) (d) 
Commercial power sales ........ 28 117 33 
Factory employee hours ......... 17 88 15 
Factory employment ............ 23 87 20 
Freight car loadings ............ 6 79 5 
Department store sales ......... 9 105 9 
PGHONEN iio css care cose Saeies 13 126 16 
Total CONBTEUEHON 2... cccccccees 4 178 7 
Weighted Composite Index — May, 1950 = 105 








The Composite Weighted Index 


The monthly relatives of index num- 
bers of each individual series are multi- 
plied by the adjusted weights shown in 
column (d) of Table II. The sum of all 
of the products thus derived for each 
month is the index of general business 
conditions and the product of each series 
(the relatives multiplied by the adjusted 
weight) is the number of points con- 
tributed to the total index by that series. 
Table III illustrates the composite index 
for the month of May, 1950. 


A Comparison of Business Indexes 

The accompanying chart shows a 
monthly comparison of three business 
indexes for the period January, 1939 
through August, 1950. The indexes shown 
are (1) the Pennsylvania State College 
Business Index of the Philadelphia Area 
(five counties),5 (2) The Federal Reserve 
Board Index of Industrial Production,® 
and (3) the Index of General Business 
Conditions in the City of Philadelphia, as 
constructed in this study. The Pennsyl- 
vania State College Index and the Fed- 
eral Reserve Board Index were expressed 
in terms of 1947. These indexes are pub- 
lished on a 1985-39 base period. 

It is quite apparent that the three in- 
dexes show some divergent movements 

5Source of monthly data is the Pennsyl- 
vania Business Survey, Bureau of Business 
Research, Pennsylvania State College. 

*Source of monthly data is the Federal 
Reserve Bulletin published by the Board 


of Governors of the Federal Reserve 
System, Washington, D. C. 


and that there is quite a spread between 
the three curves. This results from sev- 
eral factors. First, each curve represents 
a different geographical area. Second, 
the components, weights, and statistical 
refinement are different. Third, the Fed- 
eral Reserve Index, although it is often 
used to reflect general businzss condi- 
tions, is a measurement merely of manu- 
facturing and mining output. As an 
example of differing statistical adjust- 
ments it may be observed that the series 
which composes the Pennsylvania State 
College Index are not adjusted for 
changes in price levels while all mone- 
tary series in the Philadelphia index are 
adjusted. Hence, there is a further diver- 
gence of these curves in inflationary and 
deflationary periods. 


CONCLUDING OBSERVATIONS 


The attempt to construct a composite 
index of general business conditions for 
Philadelphia was made on the supposi- 
tion that such a measure would be useful 
to local business and industry as a sup- 
plement to business indices currently 
available. Data required for the seven 
series selected for inclusion in the com- 
posite index were found to be readily 
available in monthly form. The data in- 
cluded were selected in a manner cal- 
culated to most nearly represent strictly 
regional activity or conditions and each 
series reflects some type of economic 
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activity of real significance relative to 
the other series. The difficult problem of 
weighting the individual series was de- 
termined on the basis of a judgment of 
the series representativeness of general 
business conditions, the amount of em- 
ployment and buying power represented, 
the value of its product, and other similar 
factors. 

Other refinements and elaboration of 
construction, statistical verification, and 


weighting procedures are, of course, pos- 
sible and it is hoped that this rather 
preliminary exploration will encourage 
further research in these areas to the 
end that a satisfactory index of general 
business conditions can be made avail- 
able to Philadelphia business on a con- 
tinuing basis.7 

7Preliminary data for June and July 
have become available since this article 


was completed. Tentative indexes for 
these months are: June 105.0; July 104.0. 








